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EBRD presses on 
with help to 
former Soviet bloc 

The European Bank for Reconstruction 
Development pressed on with efforts to help the 
economies of eastern Europe and the former Soviet 
Union as accusations of extravagance continued 
to dog its president. Jacques Attali (below). 

The bank's annual 
meetii^ starts formally 
today in London with 
its board of governors 
due to discuss the 
costs of its establishment 
in the City as well 
as progress towards 
assisting former commu- 
nist countries. Pa^ 

16: Turn gunmen into 
tax men. Page 2; DfF 
may seek to expand 

reserves. Page 4 

■EC ministers b ack sanctions: European 
Q)mmunity foreign ministers backed toii^ier 
UN sanctions aimed at ending the fi ghrin g in 
former Yugoslavia, but left open the option of 
military intervention against the Bosnian Serbs. 
Page 16; Looking for a US lead. Page 2 

E Europe frustrated over econonrics: 

East European ^vemments are fhistrated by 
growing protectionism among western states 
pledged to assist economic reform in the region, 
several of their trade and economy ministers 
warned during a weekend meeting in Tokyo of 
ministers and business leaders. Page 16 

Daf vans plant 90kk A UK management buy-out 
team from Leyland Daf Vans has reached agree- 
ment with the administrative receivers to take 
over the Birmingham-bas^ van operations of 
the failed Dutch commercial vehicle maker. A 
separate management buy-out of Leyland Daf s 
truck factory in Lancashire is also expected to 
be announced this week. Page 17 

ScaKaoro steps vp hunt for new PM: Italian 
president Oscar Luigi Scalfaro put strong pressure 
on the leaders of the main parties to co-operate 
in forming a new government quiddy. 3 

Unions urge E Gmman sfaEms: Trade union 
leaders across Germany called on steel and engi- 
neering workers in the eastern states to vote 
for all-out strike action today to protect their 
pay deal for rapid wage equalisation with the 
west Page 3; Cemtany in need of new policy 
mix. Page M 

Peseta renurins vulnarable: Abeh^in the 
international money markets that Spain's foreign 
exchange reserves have been sharply depleted 
is likely to prompt new attacks on the peseta, 
now the weakest currency inside the European i 
exchange rate mechanism. Page 3 | 

Soros eyes gold nnarfcels (foorge Soros, the 
intemadonal currency trader, is to buy a $400m 
slake in Newmont Mining, the Denver-based 
gold mining company, as a way of gaining exposure 
to the rising gold market. Page 17 

ANA to out dhddeiicl: All Nippon Airways, 

Japan's largest airline, is planning to cut its divi- 
dend in response to the downturn in the interna- 
tional and Japanese airline markets. The airline 
expects to rep^ sharply lower net profits of 
around Y3bn for the year ended March, 1993. 
against a profit of Y7.6bn previously, 17 

UK warns US on trade: Britain warned the 
Clinton administration that the US would endanger 
the free trade system if it were to press for bilateral 
agreements to guarantee shares of foreign markets 
in specific products. Page 4 

*UK banks should widen margins’: The 

UK government should follow the example of 
the US and the Federal Reserve in helping banks 
to widen their margins to help them raise profitabil- ' 
ity fluri maintain lending in recovery, according | 
to the deputy phnirman of Barclays. Page 16 

Telecom AustraBa, the state-owned telecoms 
carrier, joined forces with Rupert Murdoch's 
News Cforporation and Kerry Packer's Channel 
Nine TV network to bid for Australia’s first satellite 
television licence. Page 19 

Brazli acts on economy: Brazil is attemptii^ 
to stabilise its economy with an ^ergency pl^ 
of gp^nrting cuts, acceleration of its privatisation 
programme, and aims to stimulate 3.5 per cent 
growth this year through a return to subsidies 
and lower Interest rates. PMie 4 

Malta closes doors to refugees: The small 
Mediterranean island of Malta, facing a threatened 
invasion by 40,000 refugees who fled from Iraq 
to Iran, has ordered Its Tehran consulate not 
to issue them with visas. 

MHsufcoshl, Japan's most famous department 
store, reported a Y2.16bn ($l9.45m) pre-tax loss 
for the year to March. It blamed a shift away 
from luxury goods. Page 19 

UK and CMna agree next talkmBri^ 

and rhina have agreed to resume talks this week 
on plans by (Thris Patten. Hong Kong governor, 
to broaden the scope for popular participatiOT 
In elections leading up to China's takeover of 
Hong Kong in 1997, having concluded a first round 
at the weekend. Pajge 4 

ImEan fiHacks Indian paramilitary commandos 
stormed a hijacked Indian airtiner in Srinagar 
ifiiimg the lone Kashmiri Moslem gunman and 
freeing all other 140 people aboard unhurt. 

Zaire opposition strike caE: Zairean 
opposition groups have called a protest strike 
a gaingt President Mcfoutu Sese Seko on Monday 
and Mobutu’s troops appear to have struck out 
anew against dissident& 


London City bomb brings 
calls for terrorist action 


By Andrew Jack, Richard Waters 
and Ptiilp Stephens in London 

THE UK GOVERNMENT faces 
calls to sharpen its anti-terrorist 
campaign afto the massive Irish 
Republican Army bomb in the 
Cl^ of London which left one 
man dead and caused damage 
provisionally estimated at more 
than £300m ($462m). 

As thousands of City workers 
faced the prospect of being 
moved into temporary office 
space, the prime minis ter will 
come under pressure from mem- 
bers of Parliament for a much 
wider review of the govenunent's 
efforts to halt the IRA's mainland 
bombing campaig n. 

However, senior ministers were 
cautioning last night against any 
"knee-jerk’' response that would 
add to the prop:«anda value for 
the IRA cf the latest attack. 

The prime minister’s office was 
seeking to avoid a formal state- 
ment to MPs on the bombii^ 
because of its longstanding view 
that government should not add 
to the publicity on which the IRA 
thrives. 

Mr Mifthaal CaSSidy, nhairman 
of the C^oration of the City of 
London's policy committee, esti- 
mated that at least 20JX10 people 
might need to be temporarily 
relocated from offices most 
affected. 

The Association of British 
Insurers (ABl) said early esti- 
mates of the damage inflicted by 
the bombing, which have ran as 
hi^ as £lbn . may prove widely 
exa^rated. 

It said the damage was likely to 
the same order as last 
year's B^tCc'E^cbange bombing, 
which cost about £300m. 

Sir Francis McWilliams, the 
Lord Mayor of London, said the 
“Stock will be work- 

ing, Lloyd's [insurance maiket] 
will be working, the Baltic 
Exchange will be worihang. Liver- 
pool station wiU be open 

and Lon^D underground will be 
working.” 

But a public call from Hr 
David Mellor. the former cabinet 
minister, for a review of security 
policy echoed the private view of 
many ministers and Conservative 
MPs that the counter-terrorist 
effort needs to be sharpened. 

Idr John It^or, the prime min- 
ister, plans to use a speech this 
morning to the aimual meeting of 
the EBRD to underline his gov- 
enunent's determination not to 
bow to terrorism. The prime min- 
ister will also stress that the gov- 
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Shattered interior of the Mitsubishi Bank bpUding after the Irish Republican Army detcmated a tonne of explosive in the heart of London 


Major under pressure from MPs as thousands 
of workers seek alternative sites for offices 


ermnent will intensify its efforts 
to improve security against 
ther attacks. 

The govtenment signalled last 
night ffiat it was ready to pick up 
most of the bill for the devasta- 
tion. Mr Norman Lamont. the 
chancellor of the exchequer, 
sought to underpin confidence in 
London’s position by emphasis- 
ing that the government was 
“playing its part" by acting as 
reinsurer of last resort against 
terrorist attacks. 

Mr Lamont, vtbo is hosting the 
annual mpaHng of the European 
Bank for Reconstruction and 
Development, said: “I have every 
confidence that business will con- 


tinue to locate here and work 
here successfully. To do other- 
wise would be to succumb to te^ 
rorism”. 

That message was echoed in 
private talks yesterday between 
Sir Francis and Mr Mqjor, who 
indicated that the government 
would stick to its commitment to 
underwrite the insurance costs, 
even though I^^lation to set up 
su^ arrangements has not yet 
been passed by the House of 
Commons, the UK lower house. 

Mr Major has invited the Lord 
Mayor to another meeting this 
week in Downing Street to dis- 
cuss further action to tighten 
security in the City. 


In the City, officials said at 
least two buildings would 
demolished and another 20 would 
need important structural 
repairs. One man died and 44 
were wounded in the explosion 
on Saturday, for which the IRA 
formally claimed responsibility 
on Sunday afternoon. The dead 
man was Mr Ed Henty, a News of 
the World photographer. 

An area around the site of the 
bomb outside the church of St 
Ethelbuiga the V'irgin in Bishops- 
gate was still sealed off late yes- 


terday as experts searched for 
evidence and engineers examined 
the safet;)' of the buildings. 

Pol ice said wanung calls came 
into newspapers between 9J>0am 
and 10.0Sam on Saturday. An offi- 
cer at the scene yesterday admit- 
ted there was little the police 
could do about the suspect 
pick-up truck before the blast 
except clear the area. “All we 
could do was evacuate the area,” 
he said. 

The blast affected a wider area 
than the bombii^ at the Baltic 
Exchange in April last year. 

Background, Pages 6,7 
Editorial comment. Page 16 


Spirit of 
the blitz 
returns to 
the City 

By Richard Donkin and 
Peter John in London 


THE SPOUT of the blitz returned 
to the City of London yesterday 
as an army of contractors' lor- 
ries qnened at first light down 
London Wall, waiting to help 
repair the damage caused by the 
latest terrorist attack, 

“It was like the troops waiting 
to embark on D-Day,” said a 
Guildhall official. Platoons of 
glaziers bad started out for the 
City before first light. 

By 7.00am, as key holders 
moved among the rabble and 
police cordons in the drizzle, 
about 200 contractors were 
waiting at the Guildhall. City 
landlords were on hand offering 
office space to those displaced by 
the blast. Two hours later the 
crowd had swelled to 600. 

Inside the Lord Mayor was tell- 
ing the world that while the pic- 
tures told a story of devastation 
the spirit of London would beat 
the Irish Republican Army. 
Throughont the day he held the 
line. 

At St Paul’s Cathedral the 
Dean, the Rev Eric Evans, was 
moved to draw an historical met- 
aphor “This great city has fac^ 
plague, pestilence, fire and the 
blitz and it has won through. It 
will do so again and the IRA 
have no more hope of killing the 
spirit of Loudon and its people 
than Hitler had." 

Many of the victims were 
cared for at St Bartholomew's 
Hospital. Few could resist 
reflecting that If its history is 
abruptly ended by government 
closure the City may indeed lose 
a vital amenity which has served 
It through many wars. 

In St Botolpfa’s Charebyard 
spring blossom, blown from 
trees by the blast mingled with 
shards of glass. Its leaded win- 
dows were bowed, and its heavy 
doors cracked, but the church 
bad survived. 

St Botolph’s was silent but a 
few hundred yards away the 
bells rang out for morning ser- 
vice at St Michael Comhill, one 
of the City's Wren Churches 
which suffered damage to some 
of its stained glass windows. 

Hie Rev Darid Burton Evans, 
the rector, bad guided bis cboir 
and congregation under the 
police tapes. The churchgoers. 

Ck>Dtinued on Page 16 


Yeltsin heads for qualified 
win in Russian referendum 


UNION BANCAIRE PRIVEE 


^ By John Lloyd and Lajda Boulton 
: in Moscow 

EARLY indications from the 
Russian referendum last night 
suggested President Boris Yeltsin 
muld achieve a qualified victory 
in his effort to win a mandate for 
sweeping constitutional and eco- 
nonUc reform. 

The results are certain to reac- 
tivate, in heightened form, the 
struggle between the president 
anri the conservative-dominated 
parliament as each interprets the 
referendum differently. If the 
early results are confirmed, BSr 
Yeltsin will claim a mandate for 
ffhariga. While parliament will 
inaiat thar his fsffiure tO WiU the 

pmjnrity of the 106m electorate 
haa d^rrived Him of authority for 
radical action on any issue. 

A Piiaaiaii television exit poll 
of 2,400 people in 16 cities acro» 
the country showed Mr Yettsin 
winning 75 per cent of the vote 
on the question of confidmee in 
the president 

The first results, from the 
Koryak autonomous district, 
fiom the dty of Mr^dan ai^ 
from the town of Anadyr, all in 
the for showed about 70 per 
cent voting Do to the first ques- 
tion on trust in the prsideat, the 
one which Mr Yeltsin had ideni- 
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tifed as the most important to 
him. However, there were lower 
majorities supporting economic 
reform, the second question. 

At the game time, high percent- 
ag6S voted for fresh elections to 
parliament - a vote which, under 
last week’s decimon of the consti- 
tutional court, requires a major- 
ity of the total electorate to be 
valid. In the Magadan results, 60 
per cent of the electorate voted 
for elections, in the Koryak dis- 
trict S3 per cent and in Anadyr 
just under 50 per cent. 

Relatively low votes were 
recorded supporting an early 
presidential election, a vote 
which also requires 50 per cent- 
plus of the total electorate and on 
which the president's supporters 
- though not Mr Yeltsin himself - 
bad advis^ a I^L 

The turnout was reported by 
local representatives of the presi- 
dent to be averaging 60 per cent 
or a little over - not high by Rus- 
sian standards, but higher than 
feared by some of the president's 
aides, especially in good weather 
which tempted many to their 
country houses. By mid-after- 
noon it was clear that more than 
50 per cent had voted - the quali- 
fying mark for the referendum to 
be valid. 

The lowest turnout " of 20 per 
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cent by early evening - was 
recorded in the autonomous 
republic of Tatarstan. 

Voting stations appear to have 
been provided across the vast 
Russian landmass^ but there 
were complaints of violations 
from the president's side. The 
Public Headquarters for the Ref- 
erendum, a pro-presidential 
oiganisation, alleg^ that votii^ 
stations had remained closed in 
the city of Chelyabinsk east of 
Moscow until noon rather than 
opening as ordered at 7am and 
that copies of the fiercely anti- 
Yeltsin Sovyetskaya Rossiya 
daily, with instructions to vote 
against the presidenL had been 
placed in some districts' polling 
booths. 

In the city of Tula to the south, 
international observers were 
denied access to the stations. 

Mr Yeltsin, in an eve-of-poll 
address on television, stressed 
the importance of the poll when 
he said that the referendum was 
"our chance to peacefully and 
lawftiUy strengthen the state” 
and promised economic decrees 
aimed at cutting the flood of 
credits, laying the basis for pri- 
vate property and safeguarding 
Russia's interests. 

Muscovites back Yeltsin, 2 
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IT’S 

TIME FOR 
CHANGE. 



Pays for 40 water purification tablets 
so children in areas with poor water 
supply remain healthy. 



Buys three clips that tie Che umbilical cord 
safely and reduce the risk of infection in 
newborn babies in Malawi. 



Buys two sachets of rehydration salts - the 
most effective treatment for chDdren with 
diarrhoea, a ma/or child killer. 
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Buys two posters with the faces of 
64 children to help re-unite them with 
their families in post-war Mozambique. 




Buys the vaccine against measles for five 
children in India. 


Your change can make a difference. 
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Muscovites 
back Yeltsin 
at the polls 


,^-ANaAI.TI. V = MONOAV .APRII- 26 1 ^ 

NEWS: INTERNATIONAL ~ , 

‘I voted yes to all the questions t a s 
what we’re supposed to do, ^ • 


By Edward BaSs and Andrew 

Gowers in Moscow 

AT THE head- 
RU wM fc quarters of the 
III r r iT l iirj ft ^ Writers Union 
of the USSR - 
alias polling 
^ . station number 

3 in Moscow's Krasnopresenski 
district - they were doing a 
brisk trade yesterday lunch- 
tune. Of the 3,000 voters regis- 
tered for the area, 500 had 
trooped in from the sjaing sun- 
shine during the 5*A hours 
since polls opened. An infor- 
mal survey suggests they were 
overwhelming voting Yes to 
Yeltsin. 

Pavel Koshen, first voter of 
the day, anticipated the emerg- 
ing trrad in his answers to the 
main ballot questions: yes to 
Yeltsin, yes to his economic 
reforms, no to pre-term presi- 
dential elections, and yes to 
parliamentary elections - In 
the words of the campaign slo- 
gan. da. da, niet, da. 

Nina Malachkova, an 83- 
year-old "veteran of labour” 
from Soviet days and an offi- 
cial poll observer, had been at 
station 3 since 6.30 am. Chivvy- 
ing dawdling voters in slippers 
and housecoat, she had no 
doubt about how they should 
vote. "Hy whole family is 
united in support of Yeltsin 
and reform, mid so is a n^or^ 
ity of people in Moscow. Life is 
very hard, but most people 
know that without these 
reforms it would be worse.” 
Moscow is not typical, not 
least because its voters have 
been under a constant barrage 
of referendum propaganda. But 
street interviews yesterday 
revealed an interest in. and 
understanding ot the referen- 
dum that seemed to belie the 
image of the post-Soviet citizen 


as downtrodden and apathetia 

At Izmailovo market, a 
sprawling bazaar in the 
sha^w of a sports stadium on 
the outskirts (tf Moscow, lunch- 
tune buying and selling was 

Irpaplng many from the polling 
booths. But ail the traders sur- 
veyed hnri voted or intended to. 

Volodya Rusin, 27, a care- 
during the week bnt a 
hawker of Soviet memorabilia 
at the weekend, was for Yelt- 
sin, although his support for 
the president was less than 
enthusiastic. “They used to 
call what I am doing specula- 
tion,” he said. “If Yeltsin loses, 
nn^wiiinigm will com6 back 
and well have to stop trading. 
If Yeltsin wins, at least things 
won’t get any worse.” 

Viktor Sensov, a journalist 
and bookseller, had voted for 
Yeltsin but against his policies. 
"We are against the parlia- 
ment, but we are concern^ 
about Yeltsin,” he said. “He is 
a man with courage but with- 
out policies.” 

Tatyana Sultanova, another 
bookseller, refused to endorse 
either the president or his par- 
liamentary opponents but 
voted for new elections for 
both. "1 am against all of them, 
because all they do is help 
themselves. I want ivimg and 
clever peiqile to enter politics.” 

But for the young, Yeltsin 
still seems to promise a better 
future. Slakmg his thirst out- 
side a cafe. Mikhail Borokov, 
24, a worker in the Zil limou- 
sine plant, said; “Things will 
get better if Yeltsin wins, but it 
will take five to 10 years. 
Under communism young peo- 
ple coul^'t breathe. But Yelt- 
sin is giving everybody the 
chance to trade, to own land, 
to be free. Younger people 
believe in Yeltsin because they 
have time to wait” 


By Siian Tett in Tlila 

ELENA Leskova, a 26-year-old teacher 
from the Rnggian town of Tula, south of 
Moscow, stood in the polling station at 
school nmiih^ 45 yesterday and gave a 
sheepish grim 

“Last week I thoc^ I wouldn't vote, 
rm fed iq> with politics.** she said. “But 
today the weather isn't so good and we 
didn’t go to our dacha, so in the end I 
voted for Ydt^” 

Judging from the scenes at the polling 
station In this industrial Russian yes- 
terday it appeared that Ms Leskova was 
not aloiK in her indecision. Although tiie 
turnout in the region had reached 50 per 
cent by znid-aftenioon - the level needed 
na Honaiiy fo rend^ the first two ques- 
tions on the referendum valid - there were 
sig ns of the apathy and uncertainty that 
surrounded tte referendum, especially 
out^e Moscow. 

“Compared to b^ore, the turnout is not 
very go^ But it*s bett^ than we ezpec- 
ted," Ms Nadezhda Zabotina, bead of 
the election committee at the Tnlachermet 
factory, as she sat ticking off the vatas on 
multi-coloured, hand-drawn charts. Like 
most polling stations the factoiy was 
playing mu^ and selling cut-price snacks 
in an effort to attract the voters. 

The expectation yesterday was that 
President Boris Ydttin would receive a 
Biafority in this tows, bnt not a huge one. 

Altiiou^ he reemved a warm wdeome 
here on a visit during his presidential 
rampaig g two years ago, suKKXt among 
the regional council and local factor; 
directors has evaporated, in part because 
the town’s many arms farfonag hare suf- 
fered from cuts in defence spending. 

subtly ovCT half the people questioned 
at poUii^ stations yesterday said they bad 
voted for Mr Yeltsn. some out of enthusi- 
asm, others from habit “I voted yes to all 
the questions - that’s what we’re sup- 
posed to do, isn't it?” said an 83-year-oid 
pensioner, as she shuffled out of the poll- 
ing station, clutching a pot of milk. 

Furtter along the street a group of 
young soldiers said they too bad m^y 
voted for Mr Yeltsin. But about a quarter 
said they had voted against him. with 
many others refusii^ to answer. “I '.‘oted 
against him bemuse he has betrayed his 
promises and it's so bard to live on our 
student grants,” said Sergei, 22, a stoden: 
at the local engineering institute. 

Against a backbond of rumours of 
attempted vote rising, every voting paper 
been sig ned in duplicate by the elec- 
tion committees, and t^ ballot boxes 



A Muscovite votes in firont of a statue of Lenin, founder of the Soviet state 


stamped with the old Soviet wax seal. 
Observers from the r^on’s democratic 
movements and Russian Communist pait>’ 
were present at most stations. 

^eial US observers wm also in atten- 
dant But reflecting the pohticai disputes 
now bubbling in the regions, the local elec- 
tioa committee had lefosed to recognise 
officially. ”We dmr’t want any for- 
eign observers or journalists here. We 
have enoK^ experience of running elec- 
tions.” said Mr Andrei Tuyarkin, chairman 


of the regional election committee. 

However, the complexities of the vote, 
wfficb required \'otm to deal with four 
separate pieces of paper, left -many con- 
fiis^ “It’s a very crude system,” s^ Mrs 
Rufina Vitass. ^ who arrived at a 
pcdling station with two other friends to 
vote for Mr Yeltsin. After receiving their 
ballot papers, they spread them out on a 
table and loudly argued over them for 
almost 10 minutes btfore agreeing on the 
“correct” answers. 


Europeans look for 
US lead on Bosnia 


Britain set on 
closer EC ties 


By Lionel Barber in Middelfart 

EC FOREIGN ministers left 
open the possibility of using 
military force against the Bos- 
nian Serbs at the end of their 
twoday meeting at Hindsgavl 
Castle in Denmaric. bnt made It 
clear they will exert that 
option with profound reluc- 
tance and only under pressure 
from the US. 

Mr Niels Helveg Petersen, 
the Danish foreign minister 
who chaired the talks, echoed 
majority sentiment when he 
told a news conference yester- 
day that he remained uncon- 
vinced about the value of mill- 
interventioo. “I have great 
dif^ulty in seeing the really 
positive aspect and why it 
would go a long way to solve 
the problem ^ Yugoslavia].” 

But Mr Petersen, a men^r 
of DenmariE’s Radical Liberal 
party, which has a strong paci- 
fist stre^, seemed unclear 
whether the tighter UN sanc- 
tions due to go into effect 
today would persuade the Bos- 
nian Serbs to sign the Vance- 
Owen plan spoamred by the 
EC and UN. 

After being reminded that 
Serbia-Monten^ro - the rump 
republics of former Yi^oslavia 


- had already been threatened 
xrith expulsion from all inter- 
national oiganisations without 
obvious effect, Mr Petersen 
issued a correction. On April 
30, a meeting of the United 
Nations Industrial Develop- 
ment Otganisation was due to 
take place; and he for one was 
adamant that Serbia should 
not be allowed to attend. 

Ministers insisted, but with- 
out great conviction, that the 
tighter sanctions approved by 
the UN a week ago would start 
to bite. They noted the ragii^ 
inflation in Serbia, and the 
sharp fell in imports; and they 
plec^ed to enforce the sanc- 
tions more effectively - possi- 
bly throu^ a “Super Coordin- 
ator" who conid make the 
many international organisa- 
tiohs such as the CSCE, West 
European Union, EC. and the 
Unit^ Nations work more effi- 
ciently. Ihe most telling point, 
however, was that the EC/UN 
team had not had enou^ peo- 
ple to operate around the clo<& 
to block traffic on the Danube. 

Tougher noises emanated 
from the French and British, 
who supply the bulk of the UN 
force in Bosnia. Mr Alain 
Juppe, the French foreign min- 
ister, said lifting the arms 


embargo against the Bosnian 
Moslems or supplying large 
numbers of ground forces were 
not acceptable: but France was 
ready to discuss tighter sanc- 
tions and possible selecth'e air 
strikes. 

Mr Dou^as Hurd, UK fweign 
secretary, said air strikes 
needed to be consistent with 
international law, with due 
regard to UK troops and the 
overall UN hnmaTiitarian effort 
to supply besi^;ed towns. 

Despite their common reser- 
vations about military inter- 
vention, the French and Brit- 
ish positions are blurred 
because London does not share 
Paris’s desire for a new UN res- 
olution. Partly, this reflects 
France's desire not to be 
marching to US orders; but it 
also suggests France believes 
there are political benefits in 
Russian sitoport 

llus week, Mr Warroi Chris- 
toph, US secretary of state, 
or poshly Mr Reginald Bart- 
holomew, the US special 
envoy, is expected in Eurt^e 
for further consultations with 
the UK and Ftance. He wiU 
discover an EC hesitant, 
divided and frustrated - and 
once again looking to the US 
for a lead. 


By Lionel Barber 

BRITAIN yesterday signalled 
tbai U intends w join its EC 
partners in closer European 
political and economic 
cooperation if Denmark rejects 
tte Hrlaastricht treaty in next 
month’s referendum. 

bfr Oon^fes Hurd. UK foreign 
secretary, made clear that 
there was no questiou of 
Britain joini^ Denmaik out- 
side the EC in the event of a 
secooil Danish “No”. 

Speaking in Denmark at the 
end of a tw(H^ meeting of EC 
foreign ministers, Mr Hurd 
said if the Danes rejected 
blaastricht next month, the 
treaty would not proceed. But 
he ariripri' “Of course, I am not 
saying we would not take part 
in further arrangements.” 

Mr Hurd’s position echoed 
the UK government's recent 

gnthnsiagHn pm-Rurn paan Ifna, 

which match a mowing con- 
fidence that the Tory Euro- 
sceptics are on the run and 
that the treaty is likely to be 
ratified at Westminster by the 
and of the summer. 

Mr Hurd made dear yester- 
day that he expected the Danes 
to support the treaty in the 
May IS referendum - a view 
supported by recent opinion 


polls showing a clear lead for 
the Yes campaign. 

At the Edinburgh summit 
last December. France, Ger- 
many, Belrium and Spain all 
warned the UK and Denmark 
that failure to ratify Maas- 
tricht would prompt other 
countries to launch new treaty 
arrangements. 

Mr Hurd's explidt commit- 
ment to closer European 
cooperation contrasts with a 
much more guarded approach 
to future EC treaty arrange- 
moits last year, when the UK 
suggested that it might not 
take part in a future K effort 
to recreate or expaj^ on Maas- 
tridit in the event of a Danish 
mr British rejection. 

Philip Steph^, Political Edi- 
tor, adds; Mr John Major has 
made it dear Qiat there could 
be no question of Britain press- 
ing ahead with ratification of 
Maastricht if the Danes vote 
“no” on May 18. 

But Mr Hurd’s comments 
will nonetheless inflama the 
anger of the Tory Euro-scep- 
tics. In the past the govern- 
ment has sought to innit tile 
size of the Conservative rebel- 
lion against Maastricht by 
insisting that it would not 
allow the rest of the Commu- 
nity to leave D enmar k iwtiitiil 


Turn gunmen into taxmen - EBRD 


By Peter Norman, 

Economics Eefitor 

THE COUNTRIES of eastern 
Europe and the former Soviet 
Union should retrain military 
personnel and surplus civil ser- 
vants as tax collectors, to 
strengthen fiscal reform in the 
former Cooimunist states, the 
European Bank for Reconstruc- 
tion and Develoiunent says. 

In its latest quarterly eco- 
nomic review, the bank identi- 
fies tax administration and !%• 
islation as two areas where the 
former communist countries 
must mak e improvements in 
their efforts to build market- 
oriented economies. 

Ihey “need to get their tax 


structures ri^t early on Oth- 
erwise it wUl be difficult to 
tackle tax evasion later,” says 
Mr Mario Sarcinetli, EBRD vice 
president responsible for devel- 
opment hanlring . 

The EBRD says present tax 
systems are “particulariy unsa- 


tisfactory” in their treatment 
of corporate profits, with 
accounting rules often result- 
ing in an excessive tax burtoL 
Hie EBRO says the tax bur- 
den is excessive in many east- 
ern and central European 
countries, and says the need to 


encourage entrepreneurship 
and capital accumulation in 
the new market economies 
argues for a low level of tax. 

Althoi^ the EBRD report 
gives dear advice on the need 
to improve the tax gathering 
syston, it is less ejmiidt about 


CURRENT ACCOUNT PROBLEMS IN E EUROPE 


The Czedi Republic, Slovakia, 
Bungaiy, Poland n<wwawi« 
expeitenced a large d^riora* 
tion in tii^ emrent accoimt 
haia"*** of payments towards 
die end of last year, according 
to the European Bank for 
Reconstruction and Develop- 
ment, Peter Norman writes. 


The de te rioration, which has 
clearly concerned officials at 
the hank, reflects a sharp and 
unexpected decline in export 
growth and higiipr imports d 
consumer rather than invest- 
ment goods. 

In its latest quarterly 
review, the EBRD saj^ the fell 


in exports may reflect tmnpo- 
rary factors, inclnding a 
droaibt, bnt warns ffiat more 
lasting feetors, such as struc- 
tural difficulties in agricul- 
ture, increased budget dpfiriti^ 
EC import quotas and Iowa* 
personal savings, could also be 
involved. 


the need for lower state spend- 
ing. This reflects a lively 
debate within the hank over 
the merits and demerits of 
sharp spending cuts in the fo^ 
mer Communist states. 

While the EBRD says efforts 
should be made to reduce state 
spending and taxre in paranel. 
It also notes that countries in 
central and eastern Europe 
hare large eldeily populations 
and rapidly growing unemploy- 
ment that create a need for big 
social translere. Although cuts 
m social security and welfere 
payments might be achieved 
better targeting of bene- 
fits, It warns it would be diffi- 
cult to reduce tax rates in the 
new market economies. 


CaU for 

model 

enterprises 

By Charles Leadboater 
in Tokyo 

EASTERN European states 
should create model enter- 
prises to serve as symbols of 
economic restractnring, a 
meeting rrf trade and industry 
ministers from eastern and 
western Europe, the US and 
Japan agreed yesterday. 

The proposal to create entei> 
prises as a model for capitalist 
restructuring came from Mr 
Yoshlro Mori, Japanese trade 
and industry minister. 

The conference, the second 
of ministers from the Group of 
Seven industrialised countiies 
and states of the former Soviet 
Union and eastern Europe, dte . 
cussed maasures needed to 
attract foreign investment to 
eastern Eangm, promote pri- 
vatisation, develop legal, 
fina ncial and accountancy 
systems, encourage the grow th 
(rf small businesses azid help 
defence factories convert to 
civilian production. 

The proposal for model 
enterprises will be studied hy 
woricing gronps over the nest 
few months, before the tfazzd 
ministerial conference next 
year, to be held in Warsaw. 

The plan is to draw up com- 
prehenaive Festructnring {dans 
from which other enterprises 
could learn, Tlie plans would 
cover ^ery aspect of the^ 
enterprise, from production 
niethods and product mix to 
marketing, sales, finance and 
foreign strat^y. 

Western officials said there 
had been only progress 

t o cr eate the conditions to 
attract foreign direct invest-' 
ment ' ' ' 
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Privatisation before restructuring, says h ank 


j Please renim lor Ospanmmt 301 1738 , Save the ChiUrei^ I 
I bREEIK)ST,Lot)donSES 8 BR.RegiMen!d Charity No. 213890 . | 


^ Anthorv Robiiison 

PRIVATISATION and the 
encouragement of new small and 
medium enterprises and greenfield 
investments should take priority over 
attempts to restructure state-owned 
coo^anies in eastern Europe, the EBRD 
1^ concluded fit>m the first three 
years' experience of transforming cen- 
trally planned into market economies. 

Access to export markets was also 


critical to the success of economic 
transformation in the r^on, Mr Guy 
de SeUiers, the EBRD's deputy head of 
merdiaat hanking, told a seminar on 
privatisation and restructuring 
attended by heads of privatisation agen- 
cies thitnighout the region. 

Mr Lajos Csepi, head of the Hungar- 
ian state propkty agency, said that 
with conmetition fw foreign investment 
from an the former Soviet states, and 
many of the best companies already 


privatised, Hung^s fevourable treat- 
ment by foreign investors was over. 

Future privatisation would have to 
rely more on domestic savings and 
“alleviated terms of sale”. To broaden 
the scope of privatisation Hungary 
planned a mass privatisation pro- 
gramme (MPP) next year to mobOite 
smaU savers. It vnS sdso offer leasing, 
instalmmt payments, subsidised credits 
and “all reasonable ways” of encourag- 
ing domestic entrepren^ to takeover 


^ himdiieds of less attractive Hungary 
lan companies stifl awaiting either pri- 
vatisation or ^ 

German^s Treuhand privatisation 
agw, e^^ with billions of marite 
to fe^te ^ process, found it “easier 
to financial assistance than to find 
internationally recognised managers 
experienced to turning round caaae. 
^ to work for a short time in eastm 
Gennany”. said Ms Birgit BreueL iC, 
hand president ■ 
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Scalfaro steps up 
hunt for new PM 


NEWS: INTERNATIONAL 


Stakes raised in Andreotti hearing 


By Robert Graham in Rome 

ITALIAN President Oscar 
Luigi Scalfaro yesterday put 
strong pressure on the leaders 
of the main parties to coKiper- 
ate in fonning a new govern- 
ment as quickly as possible. 

After three days of consulta- 
tions with all 16 paities repre- 
sented in parliament, there 
was little s^ that any of tte 
leaders had shifted from 
entrenched positions. This was 
despite Mr Scalfaro's aim to 
have a new government a g ree d 
at the latest by to^y. 

Hr Scalfaro alluded to widely 
contrasting views when he 
wound up his formal consulta- 
tions yesterday. *^e difficul- 
ties are there for ail to see, and 
everyone must confront th em 
with absolute clarity ami 
calm.” he said. It is the first 
time that an Italian president 


has assumed such a direct role 
in forming a new government 

Mr Giuliano Amato, the 
Socialist prime minister, 
banded in the resignation of 
his four-party coalition last 
Thursday following the over- 
whelming referendum vote in 
favour of electoral reform. 
However, Mr Scalfaro has yet 
formally to accept the govern- 
ment's resignation. 

In the search for a new 
prime minister, the Christian 
Democrats have refused to 
drop their objections to the 
candidature of Mr Giorgio 
Napolitano. the highly 
respected former communist 
who is leader of the Chamber 
of Deputies. Mr Napolitano has 
been proposed by the Party of 
the Democratic Left (PDS) to 
head a non-partisan ‘Institu- 
tional” government. 

The Christian Democrats say 


they fovour a government with 
a clear political base in parlia- 
ment rather than relying on 
the prestige of a bipartisan fig- 
ure to secure a majority. 

Mr Mino Martinazzoli, the 
Christian Democrat loader, has 
also been unenthusiastic about 
the candidature of Mr Mario 
Sc^ni, the referendum move- 
ment leader who is backed by 
the Lombard League and as an 
alternative by the PDS. 

Among possible compromise 
candidates yesterday were the 
names of Mr Amato hirnsaif ; 
Mr Leopoldo Elia, a Christian 
Democrat senator and former 
president of the constitutional 
court; Mr Romano Prodi, the 
distinguished economist and 
former chairman of Iri, the 
state holding company; and Mr 
Carlo Azeglio Ciampi. the vet- 
eran governor of the Ranif of 
Italy. 


By Robert Graham 

MR Giulio Andreotti hne raised the 
stakes in his battle with magistrates 
seeking to remove his parliamentary 
immunity so that he can be questioned 
for alleg^y consorting with the Mafia 

By accusing the Palermo magistrates 
of conspiring to discredit him with 
cooked evidence from former Mafia 
“supei^rasses”, the Italian life senator 
and former prime minister is no longer 
merely protecting his own reputation. 
He has placed foe 23-member ^nate 
commission hearing his case in an 
increasingly awkward position. 

The hcEriDg, which began on April 
14, has turned into an inquisition that 
can now reach one of only two conclu- 
sions. Either his parliamentary col- 
leagues r^iard him as "economical with 
the truth” or they rqject the evidence of 
the Palermo magtetrates. 

If Mr Andreotti loses his immunity, 
parliament will be seen to have des- 
erted Italy’s best known politician and 
confirmed the links long suspected at 
the highest level between the Christian 
Democrat party and the Mafia. 

If the decision goes the othm* way the 
public win be convinced that Mr And- 


reotti is hiding behind the unao^table 
device of parliamentazy immunity, and 
his own party will be foe chief loser. 

More important, any rebuff to the Pal- 
ermo judiciary will undermine the state 
campaign a gainst foe Mafia. Mr Gian- 
cario Caselli. the Palermo attorn^-gen- 
eraL was brou^t in from Turin last 
Srear after tte wiHwgg of the two lead- 
ing anti-ldafia magistiates, Mr Giovanni 
Falcone and Mr Paolo Borselllno, to 


Tommaso Buscetta, Mr Francesco Man- 
ino Mannma and Mr Baldassare Di Mag- 
gio. Both Mr Buscetta and Mr Mannoia 
are confessed senior members of Cosa 
Nostra living in the US under witness 
protection pn^pammes. Their evidence 
has been centid to prosecution cases in 
all the main Mafia trials of the past 
seven years: evidence accepted up to, 
and includii^, the appeal court. Mr Di 
Magglo has been co-operating with the 


Any rebuff to the Palermo judiciary will 
undermine state's anti-Mafia campaign 


deal decisively with the Rirfiian Mafia, 
Cosa Nostra. 

He has put behind bars several top 
figures in Sicily's organised crime net- 
worit, inclu(^ Mr "Toto” Riina, the 
alleged “boss of bosses”. The key has 
been the use of former Mafia figures 
who have agreed to give evidence under 
plea-bargaining programmes - the pen- 
titi (supergrasses). Their evidence has 
led to the allegations against Mr And- 
reotti. 

The evidence again^ Mr Andreotti 
comes irom three main sources - Mr 


Italian authorities for less than six 
months but his evidence as former 
chauffeur to Mr Riina led to the latter's 
capture after 23 years on the run. 

All three are fundamental to Mr Riin- 
a’s prosecution on charges including 
multiple murder. Thus if ^ auctions 
against Mr Andreotti are dismissed, 
doubts must be sown about prior evi- 
dence by these pentiti. The system of 
penUti - the most effective means of 
prosecuting the Mafia - is at risk. 

The thrust of the accusations against 
Mr Andreotti is that be was for long the 


Mafia's point of reference in Rome. The 
specific allegations range from his 
being part)’ to foe decision by the Sicil- 
ian Mafia to the 1982 murder of General 
Carlo Alberto della Chiesa. the Palermo 
chief of police, to his links with Mr 
Salvatore Lima, the Euro-MP murdered 
last year by the Mafia and now 
acknowledged in a report by foe parlia- 
ment^ anti-Mafia commission to be 
associated with Cosa Nostra. 

To these accusations last week came 
Mr Di Maggio’s testimony of being pres- 
ent when Mr Andreotti met Mr Riina. 
Mr Lima and other Mafia leaders in 
Palermo in September 1988. Mr And- 
reotti has belittled the evidence as 
either hearsay' or unreliable. 

On Thursday his allies on the Senate 
commission (a majority who reflect 
fiUthfiiUy the composition of the outgo- 
ing government cc^tion) secured a fur- 
ther delay of five days. The excuse was 
the need to know the names of indirid- 
uals left blank by Palermo magistrates 
in the latest set of documents supplied 
this week. The names had been omitted 
to protect the secrecy of other anti-Ma- 
fia investigations in progress. But this 
delay has merely heightened the atmo- 
sph^ of confrontation. 


Emu star unruffled by market strains 

Duisenberg says currency union plans are on track, writes Peter Marsh 


W ITH an easy manner, 
rugged looks and a 
shock of white hair, 
Mr Wim Duisenberg has the 
appearance of an ageing film 
stv. As a leading light in the 
European s<^ opera of moves 
to economic and monetary 
union (Emu), he will have 
plenty of opportunity to be 
centre stage in the months 

ahoari 

Chairman of the European 
Community’s committee of 
central bank governors and 
head of the Dutch central 
bank, Mr Duisenberg appears 
unruffled by recent currency 
market strains. He welcomes 
last week’s cut in interest rates 
by the Bundesbank as giving 
Europe a "psychological 
boost”. 

Mr Duisenberg, who is today 
giving his views about the 
European economy at the 
launch in Amsterdam of the 
Dutch bank's annual report, 
reckons plans for European 
monetary union are on track, 
even thou^ he believes only a 
relatively small group of 
"core” EC nations may join the 
first phase of full currency 
union with one central bank. 

The 57-year-old economist 
stands out in the somewhat 



Wim Doisenbeig: ^xistle of open govemment 


staid central-banking commu- 
nity for his colourful and 
dir^ comments. He is proba- 
bly one of the leading candi- 
dates for the future presidency 
of a pan-European central 
bank, assuming it is set up 


according to the Maastricht 
schedule towards the end of 
this decade. 

Mr Duisenberg once 
described the Bundesbank as 
being Tike whipped cream: the 
more you beat it the harder It 
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gets”. Last week he ruffled 
feathers in London by critici- 
sing the UK government for 
not playing by the rules during 
its short-lived tenure in the 
Exchange Rate Mechanism. 

An apostle of open govern- 
ment. who was called in by a 
Labour-led Dutch government 
in the 1970s for a Gve-year ^11 
as finance minister, Mr Duisen- 
berg has for some time invited 
10.000 school or university stu- 
dents a year into the Dutch 
central bank to introduce them 
to hi^ finance. He took over 
as bank governor 12 years ago 
and is looking forward to a 
third seven-year term. 

As for Emu. he is playing his 
part by presidii^ over a mass 
of technical work by the EC’s 
central banks, including the 
design for a pan-European 
banknote, in preparation for 
this event Next month in Den- 
mark he will present to EC 
finance ministers an account 
drawn by the governors* com- 
mittee of what went wrong 
during the currency crisis 
between last September and 
early this year. . 

He looks only slightly per- 
turbed when asked to recall 
these events, which pushed the 
UK and Italy out of the ERM. 


The central bank chief says 
the pound is welcome back 
into the ERM. even though if 
Britain wants to succeed in a 
future re-entry it would do well 
to follow the lead of G^any 
and Holland by making the 
Bank of England rather than 
government ministers respon- 
sible for monetary policy. 

Mr Duisenberg gives the 
im pression of being an Anglo- 
phile - he once wrote a thesis 
on the UK’s balance of pay- 
ments - and says he sympath- 
ises with Britain's predica- 
ment Because of the large 
mortgage debts among house- 
holders and the preponderance 
of variable-rate rather than 
fixed-rate harrowing, decisions 
about short-term interest rates 
have much bigger political 
implications in Britain than in 
most other Buropi^ nations. 

Even so, an independent 
Bank would be a vital step in 
increasing finanrial markets’ 
confidence. 

He believes that as a tr ading 
nation Britain stands to gain 
1^ being part of a single-cur- 
reocy area, even with the inev- 
itable loss of sovereignty and 
historical wrench. “The 
Netherlands once had an 
empire too.” he quips. 


Union leaders 
urge E Germans 
to vote for strike 


By Quentin Peel in Bom 

TRADE UNION leaders across 
Germany called on steel and 
engineering workers in the 
eastern states to vote for 
all-out strike action today to 
protect their pay deal for rapid 
wage equalisation with the 
west. 

ITiey warned that cancella- 
tion of the contract could 
undermine nationwide collec- 
tive bargaining in west Ger- 
many as well as in the east 

The outcome of the strike 
ballot in the states of Saxony 
and Mecklenburg-Vorpommern 
over the next three days is in 
the balance, with a 75 per cent 
vote of all members needed to 
go ahead with the action. 

If tb^ vote in favour, the 
giant IG Metall union is expec- 
ted to laviTifX the strike from 
May 3. with a warning that it 
could last for months. 

Employers in the ailii% east- 
ern steel and engineering 
industries say that 100,000 
workers out of some 320,000 
could lose their jobs if the 


strike goes ahead. 

They are refusing to pay 
more than a 9 per cent pay rise 
from April I, compared with a 
deal a^eed two years ago to 
pay a 26 per cent increase on 
foe wage rates existing then - 
equivalent to a 15.5 per cent 
increase m current rates. 

Mr Franz SteinkOhler, leader 
of IG MetaU, told a rally of 
some 60.000 woricers in Leipzig 
on Saturday that allowing the 
employers to abandon their 
pay deal in east Germany 
would threaten collective ba^ 
gaining in the whole country. 

"We did not vote for reunifi- 
cation lof Germany] just in 
order to allow the em^oyers to 
turn east (Sermany into a 
cheap-wage colony,” he said. 

However he left a hint of 
compromise: if the employers 
would cancel their legal move 
to abrogate the eastern pay 
deal, the union would imm^- 
at^ return to the negotiatii^ 
table and discuss the timescale 
dwagp equalisation, he said b 
an interview with tte Bild am 
Soimtag newspaper. 


Export hopes ease 
industrial gloom 


By Quentin Peel 

THE GLOOM in west German 
indnstry eased marginally in 
March, thanks to hopes of 
U^ier export ordma. althoni^ 
both prodnetion and order 
books continoe to dnink. 

Hut te the main conclusion 
of the monti^ report on tiie 
German business mood pab- 
lished by the Munich-based Ifo 
institute. 

In contrast, the more opti- 
mistic mood oi those mannfec- 
turns still in business in east 
Germany has worsened, with 
both the current bnsiness ritn- 
ation, and the ontiook for the 
next six months, seen to be 
growii^ less fovonrable. 

The average levd of order 
bocAs in west Cterman indus- 
try has dropped from 2.6 to 2,5 
numths’ prodnetion since last 
December, while capacity ntil- 
isation has slipped from 60.5 


to 7B.5 per cent, the institute 
reports. 

Production plans for the 
coming three months in the 
west are being sharply 
reduced, but the expectation is 
for a continuing slowdown in 
price rises too. 

In primary product indus- 
tries, such as chemicals, paper 
and cellulose mannfactnrers, 
the decline in pessimism was 
also reported, although not 
directly related to exports. 

Investment goods producers 
are more sanguine about 
export opportunities later in 
the year, althouidi the overall 
mood remains extremely pessi- 
mistic. Ordm« remained at the 
same level as February- 

As for consumer durables, 
there was a stabilisation in 
or^rs for electrical goo^ but 
a continning decline in car 
orders, according to survey 
participants. 


Morocco 
ferry link 
postponed 

By Tom Bivns 

CENARGO, the UK marine 
group, has postponed the inan- 
gnration of its ferry service 
linking the Aforoecan port of 
Nador and Almeria in sontb- 
east ^ain to allow time for an 
agreement between the Rriut 
and the Madrid govmnments 
over the new shipping link- 

Mr Michael Hendry, Cenar^ 
go’s chairman, said yesterday 
the service, which was sefaed- 
nled to start today in defiance 
of the Spanish anthorities, 
would commence in 10 days 
time. He mcpected Morocco and 
Si^ to amend next week an 
existing bilateral arrai^ement 
that shares out the terry ser- 
vices between the two coun- 
tries. 

Cenai^ claimed It was 
legally entitled to operate the 
ferry under the terms d the 
EC’s single maricet deregnla- 
Uon of criwti^ between Ctnn- 
mnnity members and third 
nations. Spain however, 
insists changes must be intro- 
duced to-their a^pieement with 
Morocco before the the EC’s 
directive can be implemented. 


Peseta remains 
vulnerable to 
further attacks 


By Tom Burns in Madrid 

A BELIEF in the international 
money markets that Spam’s 
foreign wnhange reserves have 
been drastically depleted is 
likely to prompt fiush attacks 
on the pes^ now the weakest 
currency inside the European 
exchange rate mechanism. 

The reserves are understood 
by traders to have fallen as low 
as $20bn, well down on the 
$50.4bn recorded at the end of 
the 1992 and below the $30bn 
level considered by the 
Finance Ministry to be the 
minimiun amount needed to 
defend the peseta. 

In addition to forcing up 
interbank rates the Bank of 
Spain is thought to have spem 
around $10bn of its reserves in 
the past few days to avert a 
devaluation. Last Friday, the 
peseta dropped to an historic 
low in the ERM of Pta74.00 
against the DM. 

Mr Carios Solchaga. finance 
minister, pledged at the week- 
end to keep the peseta within 


the mechanism. “Our friends 
and allies in the EMS ... are 
convinced foat exchange rate 
stability is good for foe peseta 
and for foe EMS and that the 
actual level (of the pesete) is 
realistic,” Mr Solchaga said. 

But the Bank of Spain, 
which earlier this year inter- 
vened when the p^eta weak- 
ened to Pta72 against the 
D-Mark, now appears under 
pressure from the markets to 
accept a rate below the pese- 
ta's centra] parity. Analysts 
say the peseta could be pushed 
fiirtber down on its 6 per cent 
ERM band to Pta75-76 to the 
D-Mark, just off Its PtaTT floor. 

The attacks oo the currency 
are being fuelled by Spain's 
recession and by predictions of 
political uncertainty after gen- 
eral elections on June 6. An 
opinion poll published ye5te^ 
day by Barcelona's La Van- 
guardia newspaper put the cen- 
tre ri^t Partido Popular party 
marginally ahead of foe ruling 
socialists but well short of 
gaining a governing majority. 
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UK warns US against 
bilateral trade accords 


By Charies LeaAester 
in Tokyo 

THE BRITISH government 
yester^' warned the Clinton 
administratioa in the that 
it would endax^ the future d 
the free trade system if it were 
to press for bilateral agree- 
ments to guarantee sham of 
foreign markets in speciHc 
products. 

Mr Neil Hamilton, UK trade 
minister, delivered the warn- 
ing during a meeting in Tokyo 
with Mr Ron Brown, US com- 
merce secretary. They were in 
Tokyo at a meeting of trade 
and industry ministers from 
eastern Europe and the Group 
of Seven leafing industrialised 
countries to plan assistance for 


industrial restructuring in 
eastern Eurc^. 

Mr Hamilton said he told Mr 
Brown the UK was opposed to 
*Miie balkanisation of trade by 
bilateral agreemeuts”. The 
miniver added: It is clearly 
unhelpfhl to the GaCt world 
trade talks if countries as pow- 
erful as the US and Japan go 
off and negotiate bilateral 
agreements. It sets a very bad 
precedent which mi^t encour- 
age otiiers to follow suiL** 

Hie British concerns were 
raised by recent statements 
from the US administration 
that it win seek trade agree- 
ments with Japan which would 
d^ver measurable i»r%aess in 
opening Japanese niaricets. 

Hie US and Japan are due to 


finalise plans for a revised 
fiameiinuk for their trade rela- 
tions in talk” over the next 
three mouths. 

Hie US is widely expected to 
press for agreements to deliver 
a sped& share of tire Japanese 
ma^et in key products such as 
supercomputers. 

Mr Hamilton said: “Mr 
Brown was at pains to say that 
the US was not seeking Y per 
cent of X market - if that is 
the US poUey, we are happy to 
support such a view." 

He said US irritation with 
the closed character of parts of 
the Japanese market was 

iirtHorstawHablfl , bUt Should UOt 

lefl d to reQxmses which would 
set bad precedents for the 
intematio^ trading system. 


Talks over Hong Kong 
will resume this week 


By Tony Walker in Baipng 

BRITAIN and China have 
agreed to resume talks this 
week on the vexed Hong Kong 
issue, havii^ concluded a first 
round at the weekend. 

Both sides are mamtaining a 
\1rtual news black-out on any 
progr^, with spokesmen non- 
committal on details since the 
Rret round resumed on Hiuis- 
day in Beijing. Britain's chief 
negotiator. Sir Robin McLaren, 
ambassador to China, said 
after negotiations had con- 
cluded on Saturday; “We're 
working hard and there's hard 
work ahead of us. too." 


The talks - over plans by Mr 
Chris Patten, Hong Rong gov- 
ernor, to broaden the scope for 
popular participation in elec- 
tions leading to China's take- 
over of Hong Kong in 1997 - 
could last for weels or months. 

Beijing has repeatedly 
denounced Mr Patten's plan, 
demanding hiS reCOU and refer- 
ring to him in its ofBeial press 
as a prostitute and a petty 
thief. China claims that Mr 
Patten's plan for elections in 
1995 runs counter to an agree 
ment reached with London 
over arrangements for transi- 
tion to Chinese rule. Beijing 
officials have charged Britain 


with a breach of faith. 

In Hong Kong, Mr Patten 
“Botb sides know 
there are very difficult Issues 
we’ve got to resolve, but there 
has been a constructive 
approack Both sides must be 
glad that the talks have started 
in such a sensible and bal- 
anced and businesslike way. f 
hope that we will be able to see 
progress over the next days 
a^ weeks." 

In B^'ing, a Chinese official 
was quoted by the official New 
rhina news agency as saying 
that China hoped Britain 
would “retuni to tiie correct 
path" over Hong Rang. 


NEWS: INTERNATIONAL 


Beijmg 
to press 
for Gatt 
support 

By Tony Walker in Be^ 

CHINA will press the 
European Commnnity this 
week to snpport its entry to 
the General Agreenmnt on 
Tariffs and Trade, arguing 
that orderly international 
trading would he better served 
by its membersbip- 

Bfrs Wn H. the new minister 
<d China's powerful ministry 
of forei^ tra^ and ecomnnie 
co-operation, will head the 
country’s *•««« in tbe 12th ses- 
sion of the Chlna-EC Joint 
commission on trade and eco- 
nomic co-operation. 

The Sino-EC meeting 
assumes more than osoal 
importance this year because 
of the Gatt issue, and because 
of continuing European mis- 
givings over China’s large 
trade surplus of SlSfan with EC 
member states. 

Speaking cm the eve of her 
departure for Europe, Mrs Wu 
on the EC to be more 

ondtestandlng of Chiu as a 
developing oountiy with low 
average per capita income. 
“We still need international 
onderstanding and support, 
i«einfHng that from the EC,” 
she told China Daily. 

Beijlog has been disap- 
pointed by the tou^ US atti- 
tude to its Gatt entry. The US 
is making the ruhning on 
resolving details of Chinese 
access to the world trading 
body. One of Mrs Wu’s aims 
will be to loosen EC snpport 
for the US position, which 
Cluna believes is partly dic- 
tated by US do m esti c concmns. 



Funerals raise tension again 

Patti Waldmeir on impatience with political talks in South Africa 


S OUTH Africa yesterday 
braced itself for another 
round of potential vio- 
lence at political funerals, after 
the death by natural causes of 
Mr Oliver Tarabo, elder states- 
man of the African National 
Congress and patron of the lib- 
eration struggle. 

He had been in failing health 
after a stroke in 1989 and was 
no longer active in ANC policy- 
making. but remfined a patent 
S)inbol of resistance to apart- 
held. ANC officials said they 
believed his fUneral would be 
as lai^ as that for Mr Chris 
Hanl whose violent death two 
weeks ago provoked a major 
political crisis in South Afri^ 
Within the next week to 10 
days. South Africa will bury 
two political leaders - Mr 
Tambo (the date of whose 
funeral has yet to be 
announced) and Mr Andries 
Treurnicht of the right-wing 
Conservative party, who is to 
be buried tomorrow at a large- 



Tamho: ANC fotha- figure 


scale ceremony in Pretoria. 

On Wednesday, a mass 
funeral will be hel<L at Sebok- 
eng township near Johannes- 
butg. for the 19 victims of a 
massacre on the eve of Mr 
Hani's funeral last week. A 
funeral will also take place for 


a TV reporter of the state-run 
South African Broadcasting 
Corporation, murdered in 
Sharpeville township at the 
weekend. 

The funerals are likely to 
launch new tension, as 
multi-party negotiations 
resume today for a new consti- 
tution. Mr Nelson Mandela. 
ANC leader, speaking to mark 
Mr Tambo’s dratta, sfressed the 
impatience of young ANC 
members at the slowness of 
negotiatloas over a political 
settlement in South Africa. 
“Hme is not on our side. A 
date for elections must be set 
now,” be said. 

ANC and government negoti- 
ators have committed them- 
selves to for agreement in 
the multi-party negotiations 
within sis weeks, this to 
include an election date, the 
installation of a multi-party 
transitional executive council 
to advise the government 
before multi-racial elections. 


an interim constitution until 
elections, and principles for a 
future constitution. This last 
would include multi-party 
power sharing until the end 
the century. 

However, while the basis for 
agreement exists between the 
two nmiTi parties to the talks, 
others in the 26-pariy forum 
vehemently oppose certain 
aspects. 

hfr l^bo. thoi^ his health 
kept him away from the negoti- 
atioos. is credited with helping 
to engineer a shift in ANC pol- 
icy in 1989 - the movement 
opted to negotiate rather than 
fight for an end to apartheid. 
On the edge of tears after his 
death on Saturday. Mr Mand- 
ela called him “nw brotimr. my 
comrade, my friend and my 
colleague''. 

• Mr Charles Nqakula, a for- 
mer journalist, has been 
appointed general secretary of 
the South African communist 
party to succeed Chris Hani 


The iUds memorial quilt stretches along the 
Mall in Washington, whore up to a million 
marchers were expected to rally yesterday to 
demand equal rights for VS bomosaaals. Presi- 
dent Bill Clinton sent a letter to be read to the 
crowd, but his deosion not to attend angered 


many gay ri^ts activists, who daim that he 
has barh^ away from some of his eiectmal 
fawipajg w promises to them. “I believe that, if a 
million sa.Topboae had come to Wash- 

ington today. Bin would be here,” said one 
speaker. 


IMF may 
seek to 
expand 
reserves 


By Mchad Proweo 

jflWBShinpton 

MR MICHEL CamdessM, 
managing director of tiw 
national Monetary Fund, is 
expMted to press 
isters at this week s IMF.W^U- 
Bank meeting in W ashirg^ 
to support moves to expand imB 
foreign exchange reserve « 
former communist and devH- 
oping countries. 

The IMF believes world 
is artificially restricted 

because at lea^ # countrte 
have severe shortages of. 
reserves. • 

It is pressing for a new alUv. 
cation of special d rawing 
ri ghhe. an international luseive 
a<xp* equivalent to a baskrt tf 
the leading currencies. 

A senior IMF cfiScial said.a 
new issue of SDRSSbn. 
(£32.Sbn), 10 per cent of the 
expected demand for reserves 
resulting from increased global 
economic activity in 1992-1996, 
was required. 

He ridi cemntries, wUdt 
faced no shortage of reservs, 
should hand over a portton of 
any new SDR allocation to far- 
mer communist and develop- 
ing countriea as loans 

grants. 

The IMF would oversee this 
process and impose coofiticss: 
so that the reserves were used 
responsib^. 

Hie (dficial said tgipositini 
by many ministers to a 
new SDR issue - in effect an 
increase in global ifouidity - 
made no sense because inSa- 
tioimry jvessures were at their 
lowest for 30 years. Mhustecs 
had agreed an increase in the 
1980s when inflation was 

hi ghpr . 

Hte share of SDRs in total 
world reserves bad foDen from 
about 5 per cent in the early 
1980s to below 2 per cent 


Clinton fails to join i Brazil launches plan 
in Barclays tax suit i to stimulate growth 


By George Gfsham 
in Washington 

PRESIDENT BiU Clinton has 
broken with previous US gov- 
ernment policy by deciding not 
to file a brief in support of Bar- 
clays Bank’s suit against the 
California worldwide unitary 
tax law. 

Past administrations have 
always argued with Barclays 
that California's efforts to tax 
companies on a percentage of 
their worldwide profits, rather 
than on the profits they actu- 
ally make within the state, 
'interfered with the federal gov- 
ernment's constitutional pre- 
rogative to ''regulate com- 
merce with foreign nations”. 


The LT government and 19 
other industrialised countries 
have filed arguments against 
the California tax, which runs 
agai^ the bilateral tax trea- 
ties between the US and many 
other nations. British MPs are 
expected to argue for retalia- 
tion, as permitted by a 1985 UK 
law. during the second reading 
of the finance bS! in parlia- 
ment tottey. 

The Baz^ys case has been 
rumbling through the state 
and federal courts for more 
than a decade. California’s 
state supreme court ruled 
against Barclays last year and 
the issue may be ^proaching 
its final round in the US 
Supreme Court. 


By Ctarfstina Lamb 
In Rio do Janeiro 

BRAZIL is maln^ yet another 
attempt to stabilire its battered 
economy with an emergency 
plan of spending cuts and 
acceleration of its privatisation 
progranune. It aims - more 
controversially - to stimulate 
3.3 per cent growth this year 
through a return to subsidies 
and lowering interest rates. 

This long-awaited first plan 
of the six-month-old govern- 
ment of President Itamar 
Franco was announced at a 
cabinet meeting on Saturday, 
broadcast live on television. 

The plan. Brazil’s sixth in 
seven years, is the first to 


involve no shock measures 
such as freezing prices or bank 
accounts. 

Hie phm concentrates more 
on spending than saving, and 
is unclear on how to reduce 
inflation, now 30 per cent a 
month. Mr Franco's address 
did not mention infiation as a 
priority, though finance minis- 
try officials say they hope to 
reduce inflatiOD to 17 per cent 
a month by December. 

The plan will be presented to 
the International Monetary* 
Fund this week by Mr Eliseu 
Resende, Brazil’s third finance 
minister in the last six months. 
Analysts doubt that it will be 
suffi^ut to achieve a new IMF 
accord in the near future. 
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China’s potential emerging from behind the figures 
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CHINA is a large country with a big 
economy whidi Is getting bigger by the 
year. But only now is it being underatood 
quMe how la^ and economically power- 
fill C hina coold become eariy In the next 
cmitury - prorided, that is, its develop- 
ment is not derailed by anotiter of ttw 
bouts of inflation tiiat have accompanied 
its Impressive perfotmance. 

Chinese gross national product grew by 
an average 9 per cent a year over the last 
13 years, Car outstripping the ^wth rate 
of the population. The authorities may be 
about to put the brakes on to prevent 
overheating, as at the ei^ of tile 1980s. 

Growth rose last year to 12 per cent, but 
the yearKHi-year inflation rate also accele^ 
ated to IS.7 per cent in the first quarter of 
this year. But Chinese GNP in 1994 should 
stiU be four times larger than in 1978, 
when market-based economic reforms 
beg^ 

Yet China's economic pot^tlai has been 
partly obscured from view by some 
strai^ Wmid Bank statistics. According 
to the latest Worid Development Report, 
the dollar value of Chinese output per 


person has been falling over the past 

it has dropped from $410 in 1976 to $370 
in 1990 - one-sixtieth of US GNP per bead. 
With China’s population estimated at 
l.l3bn in 1990, total measured GNP was 
$4lObn, smaller than that of Canada, 
which was $S42bn, and the UK, which was 
$903bzL 

Hte reason for this strange result is the 
500 per cent fall in the value of Qie yuan 
against the dollar since 1979. This has cut 
tfoeply into the rfoRar value of Chinese 
GNP, measured at national prices. But 
Chinese CNF is understated at current 
exchange rates becaose of low prices 
of services relative to those in developed 
countries at mgritAt exchange rates. 

One measure of this distortion is the 
large size of the China’s export sector rela- 
tive to measured GNP. The value of Chi- 
nese exports has risen friM $13.7bD in 1979 
to $62bn in 1990, or 15 per cent of mea- 
sured GNP. This ^ha^ China's 

export/GNP ratio is twice that of the US. 
despite China's huge geographic size and 
relative isolation. 


World Bank officials have never 
that these statistics are mieiBariit^g Iq 
latest issue of Global Economic Prospects 
for developing countries, they have pro- 
vided an alternative, more realistic 
sure of the potential economic size of the 
Chinese economic area - which 
Hong Kong. Singapore and Taiwan, as well 
as China - at the beguming of the next 

TnillBnnTiiTii 

The bank telieves that China cau main- 
tain economic growth rates in pf •j 
per cent over the coming decade. Using its 
basriine forecasts, it estimates that C]^ 
national output, measured at market 
prices, win be laiiser than that of the UK. 
Italy and France by 2002. 
only a quarter of US GNP, 

The picture dianges dramatically if GNP 
is measnired msteari by standard intezw- 
tional prices for botb traded and uon- 
traded goods and services. On this ha«»i «f 
CEA outinit is already lai^ than that? 
both Germany and Japan. 

By 2002, the bank estimates that CEA's 
GNP will have risen to $9,800lnL margin- 
ally la^ than that of the US. 


Even then, GNP per head in 
be lower - $7,300 com] 

S'iS in Ja 

$39,iro in Germany - but the gap 

much narrower than when mea 
current exchange rates. 
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NEWS; THE CITY BOMBING — - — business 

# Aftermath likely to be worse than 1992 bomb # Damage assessment may take several weeks # Repai rers tout_or ^ — 

Unease over security as frustrations build up 



^ Ridiard Waters 

ASSURANCES that business 
wouJd continue as usual were 
again much in evidence as 
mopping up began yesterday 
after the second one-tonne 
bomb in little over a year. 

But this time the questions 
being asked were more 
pointed, the unease among 
Gnancial institutions more pro- 
nounced. 

Sir William Purves. chair- 
man of HSBC Holding, which 
owns Midland Bank as well as 
the Hongkong and Shanghai 
Banking Corporation, summed 
up the sense of frustration. “I 
am absolutely sure that the 
authorities are doing the best 
they can. It is very difficult, 
Tm sure, to track down these 
people. But it does seem quite 
extraordinary that that quan- 
tity of explosives can be put in 
a truck and brou^t into the 
City.” 

*niG shock from this second 
bomb could have a bigger 
impact in the long term than 
the Brst. Sir William said: "At 
a time when there is a fair 
amount of competition for a 
future central bank of Europe, 
this must work against the 
case for it being in London.” 
The attack is likely to have 
little effect on where institu- 
tions such as National West- 
minster Bank and HSBC Hold- 
ing - two of those worst hit - 
choose to do business. NatWest 

Estimated 

insurance 

losses 

‘£300m’ 

By Richard Lapper 

INSURED losses caused by 
Saturday's bomb attack are 
likely to exceed £300m, accord- 
ing to the Association of Brit- 
ish fosurers, the industry 
trade association. 

The ABl said the losses 
would be of the same magni- 
tude as last year's City bombs. 
The pattern of payouts could 
also be repeated. It added. Two 
thirds of claims were for mate- 
rial damage - to property, fb- 
tures and fittings •> with 
roughly one third of payoats 
compensating lost profit and 
rental income. 

Mr Nick Baicombe, a loss 
assessor, said he expected 
losses to be more extensive 
and could exceed Elba. "Many 
more buildings will have to 
come down. The Bongkong 
bank has had its gats ripped 
out I don't think Bishopsgate 
will be oim for some ttme." 

Describing these and other 
estimates as "likely to prove 
wildly inaccurate," the ABI 
said most businesses affected 
are lilmly to have "carefully 
worked out contingency plans 
which should minimise disrup- 
tion and keep down business 
interruption claims." 


operates at the heart of the UK 
financial establishment while 
HSBC only moved its head 
office from Hang Kong to Lon- 
don at the start of year. 
Through subsidiaries such as 
James Cape] and Midland 
Bank, as well as through the 
Loa<lra branch of the Hong- 
kong Bank, it has one of the 
hugest presences of any finan- 
ci^ institution in London. 

The Corporation of London, 
the City's local authority, lists 
HSBC and NatWest - along- 
side BP, the oil giant - as 
among its biggest rate-payers, 
shouldering a large part of the 
Corporation’s anmiai £700m 
budget Large institutions such 
as these had already pressed 
after last year's bomb for a 
greater police presence to pro- 
tect the City from terrorist 
attack and are likely to become 
more vociferous stUI this time 
around. 

The devastation could have 
more of an effect on institu- 
tions whose presence in Lon- 
don is smaller. The number of 
foreign banks in London has 
remained more or less constant 
at around 500, but many have 
already cut operations sharply 
in the face of unprofitable 
banking markets in recent 
years. Events such as the 
Bishopsgate bomb may give 
some the e.xcuse they n^ to 
pack up altogether, though this 
would have little impact on the 
City’s piflin markets. 


The City establishment was 
yesterday dismissing the 
thought that London’s compet- 
itive position was about to be 
undermined. Lord Alexander, 
chairman of National Westmin* 
ster Bank, said: “At tirst 
glance, this is obviously bad 
tor the City. But it does pro- 
vide the opportunity to empb^- 
that it is business as usual 
the next morning, which is, 
after all. what the City stands 
for. I’m confident that, what- 
ever the pressures, the City 
remains competitive.” 

Sir Andrew Hugh Smith, 
chairman of the Stock 
Exchange - itself the tar^t of 
terrorist bombs in the past ~ 
added: “It's perilously easy to 
get overwhelmed by the drama 
of events like this. Other cen- 
tres have their problems - 
though perhaps they haven't 
had two big bombs like us.” 

He poin^ to the terrorist 
bomb this year at New York's 
world trade centre and to the 
assassination in the past two 
decades of the heads of two of 
Germany’s biggest banks - 
Alfred Heirhausen of Deutsche 
Bank and Jurgen Ponto of 
Dresdner - as proof that other 
Gnancial centra faced similar 
difficulties. 

The Bank of England also 
waded in to the debate in 
defence of lx>ndon's financial 
centre, which recorded £i6.9bn 
of overseas earnings in 1991. 
“The experience of last time 


Recent bomb attacks 
at financial centres 


30/11/89: Alfred Herrtieusen, cNerf executive of Deutsche Bank, 
fried In car by remote-canlrol bomb at Sad Hamburg, outside 
Frankfurt Red Army Faction claim resporsibiBhr. 

1Q/4/9& IRA bomb explodes in Si Mary Axe. London, ttie day ^ter 
the genend dedion. Ten buidngs severely damaged, mdutfng 
Baltic Exchange, Co r iB uacia l Union bufldng. Chamber of ShipfAig. 
Three people Idled, 91 Injured. Estimated £350m cost Indudes 
£2S0m of damage to property, the remainder being business 
frifenuption. 

29/2/93: World Trade Centre, New York: sax klBed with more than 
1/xn injured. Arrested suspects have Rnks with the blirKl deiie 
SheMt Om» Abdui-Rahman aid his New Jersey Mosque. Estl- 
mates of insured daitns run to $lba with Lloyd's of Lond«i sa^ng 
it wiH bear $300m of this. 

12/3/93: Bombay Stock Exchange among the worst-hit targets as 
13 bombs exploM across the kidsn city, kSing 250 peode and 
wounding more than 1,400. Parc of radical tstamic upsurge in mate 
of Ayocfriya frouble. Actuai perpetrators said to be from Indian 
underworld, with Pakistan links. 44 arrests by Aptfr 2. 



doesn't suggest that this will 
affect the City’s ability to do 
business internationally or to 
attract business from over- 
seas.” the Bank said. 

It conceded, though, that as 
far as London's competitive 
position was concerned, ‘‘obri- 
ously ft doesn't help”. 

Behind the assurances was 
an acceptance that the City 
would remaio v’ulnerable to 


terrorist attack and that the 
cost of insuring a gaSwer dam- 
age to pn^ierty or the loss of 
earnings that results from 
bomb attack is likely to rise 
further. Last year’s bomb had 
already led to a doubling of the 
cost of insuring large cmniner- 
cial buildings in the City, 
according to the Corporation of 
Lotidon. 

The proof Chat Europe^ 2ead- 


After the event, Che clear op 

ing finanriai centre is vulnera- 
ble to t^Tmist attack, de^nte 
extra security arrangements 
inti^uced after last year's 
bomb outside the Baltic 
Exchange, has not come at a 
good time for the City estab- 
lishment 

Last month’s more by the 
Stock Exchange to scrap its 
planned Taurus automated set- 
tlement system, at an esti- 


mated cost of £400m. was a big 
re\’ersal tor the credibilit}' of 
London’s securities markets - 
though the computer disaster 
had little effect on the 
operations of the markets. _ 

Foreign financial institutions 
often complain of London’s 
poor transport system or its 
heavy burden of regulation on 
the wholesale investment mar- 
kets - though recent steps 
have reduced the second of 
these complaints. The threat of 
b omhing -- and the probable rise 
in the cost of insurii^ against 
it could become the latest on 
the list of moans. 

The City’s future security 
arfangaments woe already the 
subject of discussion yeste^ 
dav. "There's no financial on- 
tie that is free from all risk, 
and we can’t expect to be 
either,” the Bank of En^and 
said. However, the Corpora- 
tion, whose £TfXIm annual bud- 
get supports an 800-strong 
police force, among other ser- 
Wees, was working on plans 
yesterday to make the chance 
of a third bomb more remote. 

"This has got to have some 
impact on security arrange- 
ments.” said Sir Andrew Hugh 
Smith. “There will have to be 
some further t^tenlng up." 

The Corporation has been 
trying to discourage private 
cars from entering the City 
area, in part by turning side- 
streets into pedestrian areas. 
This process will be acceler- 


Where the blast hit hardest 


NatWest Tower complex 
No.15 Bishopsgate. Sole occupier. National 
Westminster Bmk. Structural dam^ to the 
tower is minor. The complex at street level 
has been blown through, although the damage 
is mostly superficial. Work is in progress to 
replace an estimated 3.000-4,000 sq metres 
of glass, arxl fittings. 


No. 99 Bishopsgate 

Main occupier is Hongkong and Shanghai 
Banking Corporation, but many doors are 
sublet to other tenants. The office btodc 
sustained serious damage. The blast blew 
through al the waDs leawing lust an cxiter shell. 
Dam^ was also sustained by soma of the 
supporfihg pillars. Engineecs are attempting to 
m^e the buHcling safe but are being h amp ered 
by faffing glass. No decision has yet been 
taken on whether to demolieh the building. 


Palmerston House 

No. 55 Bishopsgate. Sole occupier is Long Term 
Credit Bank of Japan. Serious blast damage 
has been sustained, but the structure remains 
intact. TTie fasda has been (argot/ destroyed, 
along with inlem;^ fixtures and fittings 
Engkieeis are engaged in further safety 
Checks before repair work can start 


Nos. 38-68 BistMpsgate 
Other offices and shops. Despite heavy 
superficial damage, the strocturas of the next 
few hundred yards of buildings remain sound. 
Glass and fittings have been bkjwn out arid 
some internal waRs have oolapaed. Repair 
work Is being hampered by hazardous 
conditions. 
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' Nos. 20-26 Wormwood Sheet 
. The V c tcrian parade of smd retailing units 
' bera the sftre impact Of ttie bias!, wfficb 
_ npped out frontages and inflicted serious 
i dafT*.age. Demoiition e corB a iered Ikely. 


; No. 90 Bishopsgate 
! Sete occupier IS the Nattortaf Bank of Abu 
; ChablThe buiUir^ bore some of the brunt of 
; die blast sustaining structural damage AR the 
“• intenor waiis have been blown throu gh . 

I Demolitton is under consideration. Engineas 
• are being hampered by the poor stats of the 
i neibcurmg ttoilding. 


KansaBIs House 

Nos. 76-86 Bishopsgata. Partly sublet. The 
bufitfing took ttie luR impact of the explosion. 
No internal wafls or fittings have swvived. 

The exterior has been extensively destroyed 
and reinfbrced concrete supporting pfliare are 
dangerously exposed. A budded waH is said 
to be supporting the entire sbuctuTB. 
Oemolitiein is a necoessity. However, the 
bomb crater is making buGding work 
cfifficulC. 


St Ethdburga Church 
Smaflest and one of the oldest chixbhes fai 
the etty, it (B now *a pile of rubble', accordfrig 
to one visiting en^neer. 


Gr^Mc by: Branalav Radovic 
Geportkigtr.Chri^opher Price 


Hongkong Bank 
bombed again 


Shattered NatWest tower unfit for use 


By John Gapper in London 
and Simon Holbarton in 
Hong Kong 

MORE THAN 300 of Hoag 
Kong and Shanghai Banking 
Corporation's 600 staff in Lon- 
don are expected to be at work 
today in different buUdini^, 
after the bank yesterday hast- 
ily re-allocated most of the 
work carried out at its Bishops- 
gate branch. 

Hongkong Bank, a subsid- 
iary of HSBC Holdings, said 
the most severe disruption 
would be throu^ the loss of 
paper files. Papers such as 
letters of credit dating back 
three months were scattered 
and destroyed in the bla^ 

The bank was yesterday 
allowed to send managers into 
its office to retrieve computer 
data. It will today start re-run- 
ning the data from a process- 
ing centre in Sheffield owned 
by Midland Bank, another 
HSBC Holdings subsidiary. 

The bank said must of its 
offices inside the Bishopsgate 
building transferred their 
paper files to microfilm after 
three months, but customers 
with more recent dealings 
could suffer disruption. 

The bank bad to spend 
E800.000, largely replacing win- 
dows. to repair damage to the 
same building caused by the 
IRA bomb that blew up the 
Baltic exchange a year ago. 
However, the damage this time 
was far more severe. 

Sir William Purves, HSBC 
Group chairman, said the 
Hongkong Bank branch in 
Bishopsgate which concen> 
trates on ti^e finance and cor^ 
porate banking was "a rela- 


tively small branch” but was 
still the main one for the bank 
in Britain. 

In Hong Kong, Sir W illiam 
said; "It is frur to say that the 
computer is out and that the 
building is in a bad state. The 
water pipes were broken a^ 
water is Sowing throu^ the 
buildup and it has no power.” 
Hon^ong Bank occupied 
ei^t of the 26 floors in the 
tower, which was opened 18 
years ago. It had just moved its 
treasury operations to an office 
on Lower 'Thames Street in 
which its trading operations 

are merged with Midland. 

Hon^ong Bank said ttet the 
main banking and trade 
finance operations of the hank 
would be relocated to spare 
office space at HSBC Holdings’ 
head office in Lower 'Hiames 
Street, and an a^aceut Mid- 
land Bank data processing 
building. 

Its corporate finance and 
property services functions 
wodld be moved to an office in 
Devonshire Square where it 
currently carries out asset 
management functions and the 
fund management side of Its 
James Capel subsidiary. 

The bank's vaults on the 
lower ground floor are thoq^t 
to have remained intact, in 
spite of the collapse of some 
lower level floors. They hold 
all valuable documents such as 
securities. 

Hongkong Bank said it 
would have no clear idea of the 
damage to the building and 
whether it could be salvaged 
until it was allowed back in by 
the authorities, which it expec- 
ted could be "a matter of 
weeks rather than days”. 


By John Gapper, 

Banking Correspondent 

THE 600ft National West- 
minster tower, one of the 
City’s landmarks, is likely to 
remain empty for some time. 
Up to a third of the 12,000 
square metres of ^ass In its 
windows was shattered in Uie 
bomb blast. 

The bank yesterday started 
allocating the 1,300 staff who 
work in the tower to desks at 


other buildings in the City. Jt 
emphasised that none of its 
data processing or trading 
functions would be affected by 
the blast 

Nearly all staff and manag- 
ers in the tower work on its 
UK branch business - about SO 
work on intematioual business 
- and NatWest said it did not 
believe their work would be 
substantially disrupted by hav- 
ing to move offices. 

Mr Derek WanJess, the 


bank's chief executive, said it 
was still assessing the extent 
of damage to the tower and 
surrounding b uildings includ- 
ing a hall where its annual 
shareholders' meetii^ was due 
to be held tomorrow. Tlie meet- 
ing has been moved to the 
Whitbread Brewery Conference 
Centre in Chiswell Street. 

Mr Wanless said damag e to 
the tower was "substantially 
worse” than last year, when it 
lost about 160 windows in tbe 


Baltic E»Jian g p bombing. The 
bank expects to be able to 
make an assessment of damag e 
by the end of tbe week. 

He said there had been 
“slight damage” to the Nat- 
West Markets investment 
banking subsidiary at 135 
Bishopsgate, but trading and 
other operations would con- 
tinue without interruption 
today, and clients would not be 
affected. 

Tbe bank said the tower. 


Good contingency plans 
smooth the aftermath 


opened in 1981, had been “fully 
insured”. It did not expect to 
lose files or data as a result of 
the blast, and (^rations such 
as credit cards and local 
branch services would be unaf- 
fected. NatWest's staff who are 
not needed for work immedi- 
ately will be advised to take up 
to two days off woric while the 
bank re-allocates functions. 
The bank said it was establish- 
ing a telephone service to 
advise employees. 


Glaziers flock 
to the ‘hazaar’ 


By C a th erin e MBton 

MANY CITY businesses have 
seen carefully laid contingency 
plans work smoothly, although 
a few were considering th^ 
future in the Square lUfle. 

Bilr Hamid Noorizadeh , assis- 
tant general mans^r of 'IVik^ 
Bank, a Japanese w^lesate 
and commercial bank, said: 
"We set up a disaster contin- 
gency plan. That is why it is 
working so well for us now. We 
have been working on this 
since yesterday morning flat 
out” 

TOkai’s headquarters, which 
occupied three floors in the 
Hon^tong and Shanghai Bank 
bmlding, is moving temporar- 
ily to the offices of a subridiaiy 
in nearby Finsbury Square. It 
has about 50 dealii^ positions, 
eight of which have moved to 
S^ety Net Trading Places, a 
company which offers emer- 
gency dealing facilities. 

Mr Noorizadeh said: “We 


drew up a comprehensive 
disaster plan back in July 1992 
and it went very welL It will be 
business as usual bom Monday 
morning.” 

Long-Term Credit Bank of 
j^ian also had a contingency 
plan and has successfully 
moved to King wnu^ Street 

Banque Indosues, part of tbe 
French group, was yesterday 
negotiating dealing space at 
Bankers Trust, tile US earn- 
mercial hank. 

The response of many for- 
eign institutions is likely to 
calm fears that London’s sta- 
tus as an international finan- 
cial centre could be under- 
mined by the bombing. 

Mr Takeshi Kadota, mann- 
ing director of bfitsublshi Cor- 
poration Finance, which has 
moved to premises on Cheap- 
side. sai± "Our business will 
not be fully operational for at 
least one week because we do 
not like to start up with an 
unsatisfactory infrastructure 


and uncertain market informa- 
tion. But it is not our idea to 
move from the City.” 

Others feel differently, Saudi 
International Bank which has 
foimd alternative premises, 
said it would consider its 
future location "carefUUy”. 

Mr Richard Wilson, chief 
operating officer, said; "We 
were bombed out last year. At 
that stage we had a contin- 
gency plan of sorts but we 
tighten^ it up considerably 
foUowix^ the fiist bomb.” 

He said the bank had not yet 
d^ded whether to stay in tiie 
City. “We wifi have to wait an^ | 
see. It is something we are 
going to have to thiny about 
very carefully. Obviously secu- 
ri^ will be an issue.” 

said they believed Lon- 
don was now more dangerous 
than other locations. One exao 
utive said: “These things hap. 
pen. You could be In the World 
Trade Centre in New York and 
a bomb could go off." 


By Andrew Taylor, 
Construedon Correspondent 

GLAZIERS were the first 
beneficiaries yesterday as an 
army of construction workers 
began clearing up hundreds of 
tonnes of broken ^ass and rub- 
ble. 

Some companies were calle d 
within minutes of the bomb 
going off. Central fUaTing was 
called almost immediately by 
Libra Litho in St Botolph 
Street and Union Discount 
Company in Cornhill. and was 
at week on Saturday afternoon. 

Many glaziets turned up on 
spec to tout tor work, pressii^ 
business cards into the hands 
of anybody who would take 
them. One observer said: "ft is 
like a bazaar down there.” 

A woman answering the 
phone at Plate Glass yesten^ 
said there was noboc^ to take 
the call because all the vans 
were out. "The drivers went 
out as soon as they beard of 


IJe explosion on the radio 
They did not wait for custom- 
ers to contact them but went 
out chasing work.” 

The first task has been to 
remove broken glass and board 
up empty windows. Some cus- 
ta^rs may have to wait unf|] 
today before assessine the 
«tmt of dai^ to their wiit 

Workmen were yesterday 
busy removmg acres of broken 

5"^ 0^ Liverpool 
Street Station. Bnti^ Ra fi esti- 
mated damage at £250000 

feyes Glass said it had gone 
SULS? Saturday to assist a 
cUent, one of the 
Bill Bentley wine bars in the 
aty ta m teenlLenS 

ft etM up boaniing up 

the sewn flo^ of windows cJ 
a nearby bank building. 

Comp^es such as’ Hayes 
an likely to be busy again 
today, and for some time to 
come. ” 


ated said Mr Michael Cassidy, 
head of policy, allowing the 
police to put more eflort into 
checking commercial vehicles 
going into the Square Mile. 
There was an acceptance at tbe 
Corporation and elsewhere, 
though, that the City could not 
be protected from all risks ctf 
attack. 

Tbe bomb is also likely to 
have a direct financial impact, 
in the process adding to the 
cost of operating in the City 
and making it a less attractive 
centre from which to operate. 
Insurance costs have risen as a 
result of last j'ear's bomb, as^ 
insurance companies have 
moved to exclude terrorist 
Aam-ig p as an insurable risk 
and a government-backed rein- 
surance arrangement has been 
launcheo. 

According to- most estimates 
of the cost of last weekend’s 
damage, the private-sector con- 
tribution to this insurance 
fimd for the current >’ear has 
been more than exhausted, 
leaving it to the British tax- 
payer to foot part of the bill - 
and the full cost of any further 
damage to large commercial 
buildings on the UR mainland 
from further terrorist attack 
over the coming year. Gftim 
this, it was thought highly 
probable yesterday that 
insurance premiums to cover 
the risk of terrorism 
will rise sharply in future 
>’eans. 

Damaged 
buildings 
may be 
destroyed 

By Andrew Taylor and 
Christopher Price 


-< at LEAST one office buikting 
1 and a parade of sb<^ will need 
to be dmnolished in the wake 
of Saturda}'’5 blast, construc- 
tion experts said >'esterday. 

St EUielburga's. one of Lon- 
don's oldest churehes. was also 
destroyed in the blast. Two 
other offices, tbe headquarters 
of the Hongkong and Shanghai 
Banking Corporation and a 
building belonging to the 
National Bank of Abu Dhabi, 
were also severely damaged. 

A decision on their future 
will not be taken until a frill 
structural assessment can be 
made. The initial reaction of 
experts was that more win- 
dows bad been destroyed thw 
in tbe explosion wtoch last 
year badly damaged London's 
Baltic Exchange, but that 
structural damage was less. 

Tbe streets around Bishops- 
gate are broader than those 
around the Baltic E.xchange, 
which allowed tbe effects of 
the blast to spread 
Among the first engineers to 
be called out was tbe danger- 
ous structures team run by 
Costain, the LHC contractor. 
The unit is under contract to a 
consortium of 12 London bor- 
oughs and has been present at 
virtually e^-ery disaster in the 
capital during tbe past 20 vears 
- including the Baltic 
Exchai^e bomb, the Brixton 
riots and the Iranian emb^y 
sl^ in 1981. 

Its first job yesterday was to 
ensure that damaged buildings 
were made safe for repair wt^ 
to start and allow for em^ 
genc>‘ services to conduct more 
detailed searches for clues. 

Mr John Milcock. the team's 
foreman, said: "It could be sev- 
eral weeks before the full 
extent and cost of the damage 
is known. 

"First impressions are that 
three or four buildings may 
have suffered structural dam- 
age. In addition there are vast 
quantities of broken gia^c 
“Tbe church been wiped 
^ and the offices next to it 
iKansallis House, occupied bv 
roe Finnish bank Kansallis- 
Osake Pankki] are severely 
The Hon^ong and 
Shanghai bank appears to have 
some of its pillars damaged. 
Almost all of its windows have 
been destroyed.” 

^ Peter Bennett, deputv 
dty surveyor for tbe City of 
London said; "Most of the^- 
ge to Hon^ong and Shanghai 
rank was blast damage rather 
th^ structural AU the inter- 
have been bio™ 

5^ H^ would have to be 
^molished as it was in a dan- 
state. The blast had 
tfte concrete frame 

SSibSS, ““ 

National Bank of Abu 
next 

toSrf^h ® ^ 

J^OPS on the corner of 
w^wood axa. Bishops- 
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NEWS; THE CITY BOMBING 


Government likel y to pay for much of damage # Square mile’s reputation dented • Anti-terrorist campaign is criticised 



Insurance costs 
expected to rise 


The tatteed renudns of the Hot^Jutiig and Shatig hai ifaiiiV tower 


Richard i » pp^ 

CITY businesses could fees big 
rises in insutance costs follow- 
ing Saturday's bomb attack, 
even though the government is 
expected to meet a large uart 
of the bill 

Increases are almost inevita- 
ble because the cost of the 
dam age is likely to exceed 
£300m, exhausting available 
insurance funds of Pool Re. the 
specialist reinsurer set up by 
UK insurance 

Her this year to cover terror- 
ism risk. 

Insurers will provide some 
reinsurance for Pool Re. with 
the government guaranteeing 
all other nim'wg 
Unquestionably it looks like 
higher rates,” said Mr Alan 
Fleming, executive director of 
the Association of Insurance 
and Risk Managers in Industry 
and Commerce (Airmic), which 
represents more than 300 
insurance buyers. 

Mr Tony Baker, public 
affairs manager for the Associ- 
ation of Briti^ Insurers (ABl), 
also suggested increases were 
likely, with City businesses 
bearing most of the burden. 

Mr Fleming suggested it 
might become necessary to 
make the purchase of terror- 
ism insurance compulsory, pos- 
sibly through the imposition of 
a standard levy on all commer- 
cial insurance policies. 

He said: ”The danger is that 
we will price some people out 
of the mmrket. It has to be pain 
for one way or anot^. llie 
only solution is to broaden it” 
It also emerged that a num- 
ber of insurance companies 
could be badly hit by oi«iitw«e on 
policies sold before terrorism 
was excluded from covers. 
Royal Insurance said yesterday 
that it had paid “several nul- 
lion" pounds to reinsure these 
exposures with Pool Re. But it 
is understood some other com- 
panies are unprotected. 

Business has had to pay 
more to protect itself from ter- 
rorist attack since insurers 
withdrew cover from standard 
commercial insurance policies 
last year after sustaining 
losses of more than £30Qm foom 
last April's bomb attack in the 
City. 


Additional premiums for ter- 
rorist cover are collected by 
insurers and fed into Fool Re. 
Pool Re meets all until 

its funds - relying on total pre- 
miums of between £250m to 
£300m each year - are used up. 

Xusurers then contribute an 
additional tranche of cover 
equal to 10 per cent of premi- 
ums collected by Pool Re. 
Beyond this level the 
government meets all claini.«i. 
acting as a reinsurer of last 
resort. 

The DTI said yesterday the 


government would stand fay 
these commitments even 
though Pool Re has still not 
been authorised. Funds paid to 
It are being held by insurers 
In specially earmarked 
accounts. 

Evea under present arrange- 
ments cover is expensive, espe- 
cially for in high- 

risk areas. The owners of a 
central London office block 
worth flOOm in central London 
mig^t exp^ to pay £50,000 for 
terrorism insurance, according 
to the ABI. 



Devastation: ceilings, partitions and windows inude the Httsubishi Bank building in Bishopsgate were destroyed by the bomb blast in the City on Saturday morning 


Companies begin gruesome calculations 


'•1 


fS- 


By rechard Gourlay 

FOR THE second time in little 
more thaia a year the City has 
reluctantly begun the grue- 
some calculations of how an 
IRA bomb will affbet the City's 
oversupply of office space. 

Chartered surveyors, agents 
and property companies were 
yesterday keenly aware that 
the City's reputation and 
attractiveness as an interna- 
tional financial centre has 
been severely damaged, 
^dready one Bim Wates City, 
had set up shop within the 
heart of the Corporation of 


London to place tenants in 
vacant pn^ieitles. 

^t just as the shock waves 
of the Bishopsgate bombing 
may have spread ftirther this 
time, so the short term benefit 
to the property market may be 
greater than when the IRA 
bombed St kfory Axe in April 
last year. 

The Royal Institute cd Char- 
tered Surveyors estimated yes- 
terday - without the benefit of 
a tour of the most badly 
affected area - that tenants 
occupying 1.1m square feet of 
office space have been badly 
affected by the bomb. 


Lord Mayor in 
the spotlight 


By Andrew Jack 

“EXCUSE ME for a minute.” 
sgid Sir Francis McWilliams, 
the Lord Mayor of London, 
hi wiiring off our interview yes- 
terday. ‘The Japanese Ambas- 
sador is on the phone.” 

It was just one among sev- 
eral dozen calls that he bad 
received, at his office in Iron- 
monger Lane, in the City, 
wUch became centre of 
operations to help prepare for 
busin ess again today. 

“The Japanese banks are a 
very important market for os,” 
gairf Mr Michael Cassidy, chair- 
man of the City corporation’s 
policy committee, during the 
pause. “We do need to reassure 
them that we are dmi« every- 
thing we can.” 

Mr John Major, the prime 
minister, hart caUed to offer 
condolences and promise a 
meeting early next week. Sir 
Francis had spoken to the US 
amhaggarifw- and put fai a call to 
the Saudi ambassador. 

By mid-aftenioon he had also 
taUcpd to “the major ratepay- 
ers” and others affected by the 
bombing or involved in 
attempting to restore normal- 
ity, irtciiiriing the facads of the 
Stixk Exchange, Lloyd's, Mit- 
subishi, Barclays, NatWest, 
B ritiah Rail, London Transport 
and British Telecom. 

T was bloody angry," said 
Sir Frauds. Tt's so pointless. 
It's not geing to chat^ any- 
thing or improve thii^ in 
fast But everybody is coping 
remarimbly weU.” 

The ancient wood-panelled 
rooms, ornament -covered 


mahe^any desks and servants 
in maroon tailcoats carrying 
bringing tea In silver pots 
stood in stark contrast to the 
urgency of the day. 

A constant stream ot officiate 
from the Corporation of the 
City of London passed throufdi 
the office for strat^c meet- 
ings to help coordinate reac- 
tion to the blast 

The Commissioner of the 
City of London police and 
n th^ uniformed senior officers 
rushed throi^ at lunchtime. 
A few minutes later came the 
Ci^ En^neer, with helmet and 
luminous hazard-jacket, ner- 
vously pulling out a comb to 
smarten his hair before ascend- 
ing to the Mayor’s office on the 
first floor. 

A few hundred yards away, 
the Corporation of London's 
headquarters at Guildhall had 
been bpd*^e^ since Sam with 
ke^olders wanting passes to 
allo w them and 
their contractors into the cor- 
doned-off area so they could 
assess the damage to their 
buildings. 

The central area of damage 
remained sealed off even to 
contractors as police forensic 
experts oMmlnad the site of 
the blast, and engineers 
inspected buildings for safety. 

The City was not slow to 
^ piffliise on yesteniay*s recov- 
ery action. It said its swift 
response showed the effective- 
ness of the Corporation govern- 
ment while the action by St 

Bartholomew’s hospital in 

Healing \rith casualties added 
fresh weight to the case 
against closinn. 


By comparison, the St Mary 
Axe bomb led to 300,000 sq ft of 
additional property being let 
after two buildings bore the 
brunt of the attack, according 
to the property surveyors, 
Jones Lang Wootton. 

Mr George Grillon, chairman 
of the Royal Institute of Char- 
tered Surveyors, said yesterday 
that it was far too earty to say 
how much of the damaged 
space would be back in service 
after easy and quick re-^azlng 
efforts by the thousands of 
ziers already swarming 
t^u^ the City. 

But any increase in demand 


would come against a backdrop 
of chronic oversupply. 

Within the boundaries of the 
City of London there are about 
3.5m ^ ft of new and unoccup- 
ied office premises ready for 
use and about the same quan- 
tity available within older 
buildings, 

Extending the survey area 
marginally to \imlude a 
broader definition of the City - 
taking in post codes SCI to 
EC4 - there are Sm sq ft of new 
office space and another 7.5m 
in older buildings. 

Additional capacity would 
also come out of mothballs 


should the property market 
show any si^ of finning. 

Other nxDsiderations suggest 
the dama^ to the City's repu- 
tation might have a more 
enduring impact than the 
increase in demand. 

The larger affected compa- 
nies ' such as NatWest and 
HSBC have contiugency 
arrangements that mainly 
involve squeezing into space 
they already occupy elsewhere 
in London. Also, lessors have 
an obligation to return to their 
original buildings once they 
are repaired, so any increase in 
demand would be temporary. 


Historic church reduced 
to rubble after 600 years 


By Potor John 

THE CHURCH that survived 
the Great Eire London, the 
^ctorian building boom, the 
Blitz and Che plate glass revo- 
lution of the 1980s has been 
reduced to rubble. 

There was. however, an 
ironic if small silver lining to 
its fete - some of its trecuures 
were moved to St Paul's Catbe- 
diid last year after it suffered 
damage in the Baltic Exchange 
bomb. Valuables, including a 
painting from the Bruegel 
school, escaped the weekend 
bombing. 

St Etbelbuiga the Viigin on 
Bishopsgate, parts of which 
date back to 1400. was the 
smallest and one of the oldest 
churches in the (^ty. Only 30 


feet wide and 60 feet long, it 
was tucked between the two 
office blodm which bore the 
brunt of Saturday's explosion. 

Its larger sister chureh and 
the accompanying rectory were 
badly scarred by last April’s 
bomb,, which wrecked the 
home of Rev Dick Lucas, rector 
for SO years. 

Rep^ work to bomb-damage 
at St EtfaelburgB's was just 
about to begin before Satur- 
day's blast. The church was 
emoying a fragile revival after 
being closed down some years 
ago. It had been re-dedicated as 
a Chapel of Ease in March 1992 
and alter gnnu> refurbishment 
was open for a few days before 
suffering £75,000 worth of dam- 
age in April. 

Hopes of a renaissance for 


the church were shattered on 
Saturday when Mr Paul Suth- 
erland, the parish clerk and 
the building’s official key- 
bolder, was called to the Guild- 
hall by polioe. Thee was very 
little be could do. The church 
was at the centre of the central 
danger zone which is expected 
to be closed for at least four 
days. But reports suggested 
that nothing remained except 
for one wall "Its just a crater 
and a pQe of rubble," said Mr 
Sutherland. 

The parish is now reduced to 
two churches but yesterday 
parish administrator Ms Eliza- 
beth ElUngwortb said: “We are 
still holding services at St 
Peter’s in ComhiU ... in 
spite of the hardship we are 
determined not to be beaten.” 


Reaction 
to the 
bombing 


‘London Is the financial capital 
not lust ol Britain but of Beope 
and indeed the woild. I have 
every oonfiderice that business 
will continue to locate here end 
work succasefuHy Iwe. To do 
otherwise would be to succumb 
to tenorism which Is a threat 
not just in Britain but intema- 
tion^.’ 

Norman Lamont 

*Our ccxnputer data Is all safe, 
but Die 6te ate spread around 
the City. If an^me sees a piece 
ol paper with our logo on, 
cmid they toni^ pick It and 
return it lo uS?” 

Hong Kong and Shanghai 
Bank spekeawoman 

‘This great city has faced 
plague, pestilence, fire and the 
blitz and it has won through. It 
will do so again and the IRA 
have no more hope of Idling 
the spirit el London and its 
people than Hitler had.” 

The Rev Erie Evans, Dean of 
St Pai#s 

"Why are more of these people 
not caught? And when cau^ 
why is It so difficult to convict 
them?" 

David MeUor 

This is a continuance of the 
campaign being waged by the 
IRA. We had hoped after the 
deaths in Warrington that this 
had been some sort of tumirtg 
point, but here we have death 
again.” 

David Tucker, head of the 
petiee a ntHeno riat squad 


Dunkirk spirit 
rises at EBRD 


A BRIEF flickering of li^ts ou 
the fifth floor of the European 
Bank for Reconstruction and 
Development gave the first 
hint of an explosion. 

A moment later, at about 
10.25 on Saturday morning, the 
12-storey steel and concrete 
structure lifted and trembled 
as the blast, a few hundred 
yards to the south along 
Bishopsgate, rolled and roared 
around Liverpool Street station 
and the Broadgate office com- 
ply for what seemed several 
seconds. 

While the EBRD has 
achieved notoriety for the un- 
British opulence of its head- 
quarters. it reacted on Satiu’- 
day with a very British 
stiff upper lip, business- 
as-usual approach to the IRA 
bomb. 

Mifiiile most of the City was 
eqjoying a day off. the bank 
was almost as busy as on a 
normal day. About 1,000 busi- 
nessmen, bankers, journalists 
and officials were in the EBRD 
beadqaarters for a day of semi- 
nars and round-table discus- 
sions ahead of the formal open- 
ing today ot the bank’s annual 
meeting. 

In the fifth floor room where 
I was, Mr Mario Sardnelli, the 
vice-president res^nsible for 
development banlting, gamely 
continued a press briefing on 
fiscal problems in eastern 
Europe. 

As wire service reporters 
rushed from the room, Mr Sar- 
ciuelli brushed aside a 
recorded announcement of a 
fire in the building as “some- 
thing that always happens”. 


Peter Norman, at a 
seminar in the 
embattled bank 
when the bomb 
went off, says its 
morale survived as 
well as its marble 

He doggedly kept up his expose 
of east Europe's need for tax 
reforms as announcements 
urged ail to stay at their work 
stations and away from win- 
dows. 

Hie voice in the loudspeaker 
need not have worried. The 
bank and its celebrated marble 
fittings survived virtually 
unscathed. Although the build- 
ing bad heaved, breaking a few 
windows in a ground-floor 
wine bar, there was a notable 
absence of panic. “We put the 
blinds down and carried on,” 
an official explained. 

The emergency may have 
gone some way to fostering 
camaraderie among delates 
and easing tensions created by 
recent disclosures of the bank’s 
alleged high spending. 

Yesterday the Dunkirk spirit 
was s^ain on show as bands of 
hob-nobbing and networking 
delegates wove around cor- 
don^-off streets on their way 
to the EBRD headquarters at 
One Exchange Square. 

For some veteran staffers, it 
was a matter of dejii vu. Last 
year's big April bomb had gone 
off much closer to the previous 
EBRD headquarters and 
caused far more dam^ to the 
bank's building. 


IRA exploited reduction in spot security checks 


By Jimmy Burns 

THE second major IRA bomb attack 
in the heart of the City In Just over a 
year has served as a shilling reminder 
of the terrorist oiganisation’s caiMudty 
to strike and strike again, and the 
security forces’ apparent inability to 
stop it 

According to Mr John Wyatt, a 
bomb disposal expert and security 
adviser, the type of bomb proved the 
extent of the IRA's Ic^stical and 
organisational capacity. 

Unlike Semtex, which can be lethal 
even in small quantities, the amsm- 
nium nitrate fertiliser used in the 
City bomb needs to be gathered in 
considerable quantities, mixed with 


other base materials, and then packed 
into several containers. 

The process by which this material 
was gathered stored, assembled, and 
then transported to the City seems at 
no point fo have been detected by the 
security fortes. 

According to security sources, the 
IRA appears to have exploited a 
reduction in the frequency of armed 
spot checks on traffic by tbe City of 
t/i ndoT i police. 

The security forces are understt^ 
to have been aaeiitwing tbe next major 
terrorist attack would be directed at a 
political figure rather than property. 

Professor Paul WiHanson, an expert 
on terrorism, estimated yesterday 
that there were probably now as 


many as 40 people actively engaged in 
IRA terrorism on the mainland 

In a comment echoed by some MPs. 
Prof Wilkinson described present 
arrangements for dealing with the 
IRA as a “recipe for fragmentation” 
and urged the creation of a “single 
body'll to co-ordinate resources and 
inteHigence. 

Since last year MIS has in theory 
been in overall chai^ of intelligrace 
gathering, with the Metropolitan 
Ptdice’s anti-terrorist squad giving it 
logistical support 

But in practice tbe mainland anti- 
terrorist drive has continued to 
Involve any of Britain’s 54 regional 
constabularies, as well as forces on 
both sides of the Irish border. 


The intelligence record in fitting 
against the IRA remains in deficit, 
with bomb attacks Ear outnumbering 
the number of arrests, let alone con- 
victions. 

“Short of turning each huUdlng in 
the City into a concrete bunker at 
huge cost there is no guarantee this 
won't happen again.” said Mr Wyatt. 

But he believes that companies can 
make themselves, if not totally 
secure, at least less vulnerable by 
using a strategy based on the follow- 
ing. 

• Restricted access of large vehicles 
to specific times which can be moni- 
tored by the companies concerned 
and the police. 

• The use of mobile screens of lami- 


nated fibre glass mat which can 
quickly cover an office's window in 
an emergency and reduce injuries 
from shattering glass. 

• The location of computers and 
other expensive equipment well away 
from street-facing areas of an office. 

However, such measures, combined 
with increased police resources, pre- 
suppose not Just a potential increase 
in costs, but the wiUingness of every- 
one in tbe City to work together. 

In the meantime, the IRA will be 
considering the weekend events as a 
significant coup, utterly consistent 
with the terrorist oi^anisation’s own 
policy of forcing Noi^em Ireland on 
to the English and international polit- 
ical agenda. 
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Government aims to revive m anufacturing jagg 

Heseltine to unveil 
export led strategy 


By Mfehari CssseB, 

Busfaiass Correspondent 

MR MICHAEL Heseltme. trade 
and industry secretary, will 
tomorrow imveQ to MPs plans 
for putting his department at 
the fbrefitmt of government 
efforts to help a long-term. 
exporMed recovery In Kitain. 

Mr Heseltme win spell oat a 
series initiatives ^ struc- 
tural changes within the 
department of trade and indus- 
try (DTJ) Intended to help 
revive Britain’s manufacturing 
base and to boost its share of 
world trade when be addresses 
the House of Commons trade 
and industry select committee. 

His appearance will follow 
last week's remarks by Mr 
John Major, the prime minis- 
ter, who laid new emphasis cm 
improving UE competitiveness. 
He said he regarded the manu- 
facturing secbw as **the soldier 
in the front line” of the strug- 
gle to win business. 

Mr Heseltine, whose reforms 
in the DTI were sidetradced by 
his six-month battle over pit 
closures, will set out the 
parameters of his proposed, 
partn ershi p with indUStiy. 

Last week. Mr Heseltine dis- 
closed his plans to the leaders 
of business organisations and 
to the Financial Times. His 
blu^rint for restoring manu- 
facturing to the heart of eco- 
nomic strategy was welcmned 
by business leaders although 
they expressed doubts about 
bis abilih' to deliver. 

Mr Howard Da%ies, director 
general of the Confederation of 
British Industry, said Mr 
Heseltine and the DTI were 
"clearly moving in the right 
direction, albeit rather slowly.** 

Mr Peter Morgan, director- 
general of the Institute of 
Directors, welcomed Mr 
Heseltine's efforts to create a 
“department for the market** 
but stressed that salkl some of 
the preconditions spelled out 
for long-term economic 
strength were well outside the 
minister's remit. 

"What he is trying to do is 
useful but. although he sees 
the total picture, he can only 
influence part of it We win 
have to see bow successful he 


Sick pay | 

targeted ! 

for cutbacks ! 

STATE-funded sick pay and 
I industrial disablement beneSt 
have emerged as front-line tar- 
gets for cutbacks in the gov- 
ernment's review of social 
security spending, writes 
Philip St^hens. 

A Treasury demand that the 
re\dew deliver immediate as 
well as long-term reductions in 
public gpRnding would increase 
costs s^nificantly for emidoy- 
ers. 

The sharp squeeze on gov- 
ernment budgets imposed by 
the government's £lbn-a-week 
borrowing requirement also 
threatens the prospect of legis- 
lation next yev to curb eUgi- 
bilily for invalidity benefit and 
to shorten the period for which 
the jobless are entitled to 
receive unemployment benefit 

After a weekmid meeting of 
social security ministers to dis- 
cuss the future of the wdfare 
state, (^Gcials will today begin 
drawing up strategies to cap 
the inexorable rise in the 
department’s £80bn budget 

Britain in brief 


’m 


Britain and 
Norway to 
resume talks 

Negotiations betwemi Britain 
and Norway r esume today on 
the ratification of a NEr20bn 
UK gas import deal a^p^d two 
years ago amid fears that they 
may have reached an bqiiasse. 

The deal involves National 
Power, tile electric i ty genera- 
tor, buying 2.2bii cniw metres 
of gas over IS years from the 
imd-1990s from (jFD, Norwt^s 
gas negotiating committee. 

National Power wants the 
gas to fuel two power stations 
to prodnce 1,300 megawatts. 
The deal would require an 
amendment to a treaty to 
allow new gas to flow thmngfa 
the Frigg ^peline which runs 
between tte Norw^ian Nntii 
Sea Frigg gas field and SLFm^ 
gas in Aberdeenshire. 

The GFU/National Power 
deal, which must have the 
Iwcilritig of both govenunmits, 
is viewed as a test case for the 





Heseltine: seeking a trade '*ata3yst far natfonai, self-interest’ 


is in getting other departmens 
to join in.” 

Mr Heseltine is calling for a 
new dialogue wish an sectors 
of British industry and all sizes 
of business, isritisting their help 
to draw up a national, strategic 
approach to winning a greater 
sh^ of world markets. 

'Ihe trade and industry sec- 
retary is emphasising that gov- 
ernment's role will be strictly 
limitpd. But he wants the DTL 


which is enlisting growing 
numbers of private sector 
secondees. to act as "a catalyst 
for nationaL selFinteresf. 

He said be wanted to rebuild 
the DTI’s reputation as a 
department whose knowledge 
and ojnnions would be valued 
by industry. He intended to 
extend more help to small busi- 
nesses and to step up the battle 
to lift unnecessary burdens 
from the cotporate sector. 


Balance of 
trade holds 
key to UK 

recovery 

PROOF that the DIFs new 

competitiveness w 

workbig will be in ® 

improvement in s 

unhealthy balance of trade, 
writes Michael CasseU. 

exports lies at the 

centre of any strategy to 
achieve long-term economic 
recovtfy. 

The department s responsi- 
bilities in encouraging ex ports 
- Britain already sells ov«^ 
seas 25 per cent of what tt 
lances - is being P' en high 
priority. 

nere have been a ^te m 
recent initiatives aim^ at 
pe rigting an export-led revival, 
including a boost to e xport 
insurance cover, lower insor- 
gwffp preffljams, DTI-led export 
5»aiTtpaig iis and the reorga nisa- 
tion of the department's Over- 
seas Projects Board, whose 
remit it is to snn>mt tiie fight 
fw big export projects. . 

Mr Besetthw is also in tiie 
process of finalising a m ^or, 
internal restnKtnring of DTI 
export support operations, 
which cmrently cost the tax- 
payer £17lhn a year - enlo- 
ding the bin fm* trade aid. 

In ^ Bieantime, the private 
sector is being called npon to 
play its part in tiie stepe of 
so-called export promoters, 
drawn on secondment from 
companies and brought in to 
give the benefit of their espni- 
ence to others. 

Ur Heseltine dismisses the 
conc^ of desk4M>and govern- 
ment officials imploring coa- 
paides to "get off yoar bot- 
toms and go out tlwre". The 
answer, he says, is to recruit 
people who have spent their 
careers selling overseas and 
who can teach others how to 
doit 

About 25 frin-time promot- 
ers bare so far been ezilisted, 
hiitlaUy for one year, and the 
intaition is to get about 100 
into tin DTL The department 
traditionally recruits around 
one quarter of that number. 

Fr^ from day-to-day line 
management responsibilities 
the promoters will liaise with 
overseas posts and also main- 
tain a dialogue with compa- 
nies. Hiey will be expected to 
visit businesses around the 
country, giving advice on 
export oppmtanities. 


Portillo sees modest upturn 


By Peter Norman, 

Economics &fitor 

BRITAIN is beading for an 
economic recovery which will 
be modest compared with the 
iSSQs but which should be "bet- 
ter sustained, for a longer 
period of time and with greater 
certainty”, Mr Michael EHirtUlo, 
chief secretary to the Treasury, 
said yesterday. 

Speaking ahead of the publi- 
cation of provisional first-quar- 
ter gross domestic product f^- 
ures today that are generally 
expected to signal a formal end 
to recession, Mr Portillo said it 


was likely that rates of growth 
"evmi a few years out” would 
not be as fast as in the 1980s. 

He said recent data on indus- 
trial production, retail sales, 
exports and from the housing 
market were "very encourag- 
ing” while, contrary to expec- 
tations, tbm had been in 
unemployment. The govern- 
ment was confident that it 
would meet its goal of ho ldin g 
underlying infiation in the 1 to 
4 per cent target range this 
year and next, he added. 

In an interview on BBC 
radio's World this Weekend. 
Mr Portillo promised the gov- 


ernment would adjust its poli- 
cies to keep inflation under 
control Although "there was 
no immediate prospect" of the 
UK rejoining the European 
exchange rate mechanism, the 
government would take 
account of the sterling 
exchange rate in pursuing its 
goal of low inflation. 

Because industry had kept 
control of wages, unit costs 
were felling, giv ing the British 
economy a lasting efficiency 
and competitive gain greater 
than that caused by the Call in 
the value of sterling since last 
September, he add^ 


Warning issued on British Gas break up 


By Deborah Hargreaves 

THE GOVERNSfENT has been warned a gaingt 
breaking up British Gas by the gas consumers 
council the lobby group opposed to moves by 
Ofgas, the industry regidator, aimed at dividing 
the group into separate companies. 

Mr James Cooper, chairman the council 
said; "No case has yet been made for radical and 
irreversible restructuring.” 

In the coundl’s aTmiiai report which is pub- 


lished today, Mr Cooper says that any restruct- 
uring ^uld show dfetinct hetirfiis for the con- 
sumer. "Competition just for the sake of compe- 
tition is no reason for change.” 

Proposals to break up British Gas are 
considered by the Monthlies and Mergers Com- 
mission whidi is due to report at the end of 
July. 

The council said that complaints fitmi con- 
sumera about British Gas feO by 14 per cent last 
year to 19.281 - the biggest dn^ la'tvo i ggg 


US’s policy on Norwegian 
imports. Norway inaigt* tt is 
ready to facilitate the deal and 
agreri in principle to a UK 
demand for access to the Nor^ 
wegian North Sea Norpipe 
pipeline. 


NatWest warns 
of jobless rise 

National Westminster uawfc, 
one of Britain’s main clearmn, 
expects unemployment to rise 
by another 210,000 and to peav 
at around 3.15m. 

Base rates may also be cut 
by 0.5 per cent to 5.5 per cent 
in the summer - but the gov- 
ernment will have to backtrack 
and increase rates to peiiw 7 
per cent by next summer, 
according to Mr David Kem, 
the bank’s economist 

Mortgage rates may also 
have to be increased but the 
housii^ market is set for a 
revival with prices rising by 3 
per cent this year and 7 per 
cent next year, he said. 


Companies 
resist change 

Companies are still resisting 
the Accounting Standards 
Board's pflnipQi^ to outlaw 
extraunfinary items, according 
to a survey by Company 


Reporting, the monthly moni- 
tor of awima^ aCCOUnts. 

Dnrii^ tiie 1^ 12 
the analysis showed *ha^ gg 
per cent of a sample of 570 
companies were continuing to 
use extraordinary items. For 
accounts published in the first 
quarter of 1993, the proportion 
was still 32 per cenL 
, Extraordinary items are 
^me or expenditure outside 
the normal activities of a com- 
pany that are not treated as 
part of earnings on the profit 
and loss account. 

Their continued widespread 
use eoi^ in spite of new stan- 
d«ds issued In late 1991 by 
the Accounting Standards 
foar^ which argued that very 

few items should be 
m this way. 

Labour backs 
dealing move 

'fbe opposition Labour party is 
to support a campaign for 
riianges to the govemment's 
wtaimal Justice Bill to ensure 
that the offence of insider deal* 
^ not too sweepingly 

“I have yet to be persuaded it 

Win do anyone any good to cre- 
targe class of potential 
insiders who are doing no 
more than commentating on 
and analysing a company’s 
hkely results," according to Mr 


Alistair Darling. Labour's City 
spokesman. 

The l^dslation. deagned to 
unplement a European Com- 
munity insider dealing direc- 
tive would, as currently 
drafted, make it an offence not 
only to deal on fiie of 
inside information but also to 
take advantage of such infor- 
mation by disclosing it or by 
encouraging others to trade. 

Pesticide tests 

condemned 

Govmiiment tests for pesticide 
2°n^toatlon in food have 
bett condemned as unreliable 
®od often Inaccurate following 
taste on deliberately spiked 

^rformed by commer- 
cial laboratories. 

had owained BDiiistry of Agri- 
culture documents which 

“*“*tarbing doubts” 
accuracy of govem- 

ihe docomehte showed that 

gJJBw^eiitisPoodSdeiica 

foods deUbe^ 
pesticides to 
acre than 50 commercial labo> 

*Wch it regularly 
J^ratoranroutadendfic 

Me test bread was Spiked 

^3Sf»taboratori«iden. 
all three contaminants. 
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Surprise, surprise. 


ers 


(usually the ones they share with British Midland) 


No sooner had British for some of the time. 

Midland launched Diamond Euro-Class, the In contrast. Diamond EuroClass means 

first separate Business Class cabin to offer real choice, and real savings, on aU three of our 


a genuine choice of fares, than other airlines 
started jumping on the bandwagon, falling over 
themselves in their haste to offer price cuts 
in Business Class. 

Exactly like British Midland's. Or rather, 
not exactly like British Midland’s. 

Because their reductions are only selective: 
some fares are reduced on some routes 


Business Class fares, on aU our international 
routes, ^ the time. 

We think this sort of knee-jerk response 
to a British Midland initiative demonstrates 
only too clearly that other airlines have nothing 
like our genuine commitment to delivering top- 
class business travel at reasonable cost. 

What do you think? 


m Diamond 

‘^EuroClass 


£»roClot» BuroClatt 


Buiobudgat 


Savinf Raturn Savimg Saving 


AMSTERDAM 


BRUSSELS 


FRANKFURT 


Comparad to othar alrllnoa' fall Buainaaa Class raturn taros. 

^ British Midland 

THE SERIOUS ALTERNATIVE 

Far lartbar iaiormsiioa eojir«ef four Irsvsl agoat or gboaa 034B BS433I / BB4B64. 


wwcprfa."' 79 ? 
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THE WEEK AHEAD 


ECONOMICS 


Clear end to UK recession expected 


TODAY'S release of the 
lawlslonal estlinata of Qist qua^ 
ter GDP figures in the UK will 
mark the clear end of a recession 
that began almost three years 
ago. 

Economists say manufacturing 
ou^ut will be the driv^ force 

behind the rise, having increased 

Strongly so for this year. 

There irill be more clues to the 
strength of the UK's 
recovery In the Confederation of 
British Industry's quarterly 
industrial trends survey 
tomorrow, generally a good guide 
to future trends In manufoctur- 

ing 

But while the news in the UK 
ml^t be good, the world's eco 
nomic problems will be taxing 
pho miiiria of G7 flnance minis- 
ters and central bank governors 
when they meet in Washington 
on the eve of the IMF's Policy 
Making Interim Committee 
meeting. 

Other economic highlights and 
figures this week follow. The fig- 
ures in brackets are the median 
of analysts' forecasts, provided 
by MMS IntematiODal, a finan- 
cial Information company. 


UK Mi QDP. 

Qtr on ^ 96'ehfpga 
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SoVCNfi DNVttMIII ' ^ 

Today: UK. provisional first 
quarte' GDP Ov 0.4 per cent on 
quarter, OB per cent on year); 
Amual meeting of European 
Bank for Beconstmction and 
Development; Institute of Direc- 
tors bi-monthly business opinion 
survey. US, Treasury Secretary 
Lloyd Bentsen addresses Inde- 
pendent Bankers’ Association: 


International Monetary Fund 
releases half yearly Wmid Eco- 
nomic Outlook; l£utdi existliig 
home saltt. The Netherlands, 
central hawk annual report pulk 
liahfld- France, final April con- 
sumer price index (up 0.4 per 
cant on m*'*"*^, 2.1 per cent on 
year). 

Tomorrow: UK, CBI guaitm-ly 
Industrial trends survey, EBRD 
T n a a tiwg ooncludes. US, DIF man- 
aging director gives p res s confer- 
ence; April consumer confidence 
index (63.0). Johnson Redbook 
week ended April 34; first quarter 
employment cost index. Japan, 
February leading dlBUaiOD Index, 
coincident index; March retail 
sales (down 5.7 per cent on 
yeari- 

Wednesday: US. March export 
price index, InqxM price index; 
firA qnerter eqM)rt price index, 
import price Index; Canada, 
March industrial production 
price indflT, raw materiala pito 
Index; Japan. March eonstructioa 
orders, housing stiwts (up 2 B per 
cent on year), construction 
starts, industrial production, 
shipments. Australia, first quar- 
ter consumer prices index (up 0,7 


pm* cent on quarter, up OB per 
cent on year). 

Thursday: US, G7 meeting of 
central bank governors and 
finanftB nilnlsteii; advance first 
quarter GDP figures (up X 5 per 
cenQ. advance GDP deflator (up 3 
per cent): fourth quarter after tax 
corporation profit (up 9.2 per 
oeot); inifial claims for week 
ended April 24 (350.000): State 
benefits for week ended ^icil 17; 
Mhrch new hmne sales (875JI00): 
money supply data for week 
ended April 19. Canada. February 
emplosrment earnings. Japan, 
National holiday, markets 
dos^ 

Friday: US, meeting of IMF 
Policy Making Interim Commit- 
tee; CIO industrial nations meet; 
March perwmal income (up OB 
per cent), fectory orders (down 
IB per cent), fectory shipments, 
bank credit; April Chicago 
NA^ Mfohl^ sentiment, a^- 
culture prices. Canada, February 
real GDP. France, March unem- 
ploirment rate (10.7 per cent). 
Japan. March unemployment 
rate; April Tokyo CPI (up I per 
cent on year), excluding perish- 


ables (up 1.4 per cent on year), 
national CH (iv L4 per cent on 
year), excluding peruhables (up 
1.7 per cent on y^r). 

Satm^ US, IMF/World Bank 
Development Committee; 

Daring the week: Germany, 
March producer prices index for 
west (iv 0.1 per cent on month, 
up OB per cent on year): April 
cost of Uving index for Baden- 
wuert, Nord-rhlne Westphalia. 
Hassen and Bavaria); March 
lixqKWt prices (op 0.1 per cent on 
month, down 2.5 per cent on 
ye^; preiimtaiary cost of 
living famex (tv OB per cent « 
month, up 4 B per cot on year); 
February trade balance, current 
account Switserland. Mardi CPI 
for Basle. Denmaik, Mardi WPL 
Finland. March current account. 
Italy, March Mg, non-BC trade 
balance, balance of payments, 
hourly wages (up 2 B per cut), 
foreign exchange reserves 
(L66.1trillion). Belgium, April 
CPI (iq> SB per cent on year). 
Spain. February industrial pro- 
duction. 

Emma Tucker 
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CONFERENCES & EXHIBITIONS 


APRIL 28 

After The Cual Debate; 

The faiure of Bniabi'i iwol indusir)'. Th« 
Drewary, LanUun. How big will ibe 
rruitkel fur vual be. How will privaia 
miners fice. How much is BriU ji Coal 
worth and how will i| Iv privatned? 
Coniaci: AniKlie Horsbruugh. Coalirana 
ConCcreiKb 

TalraH[944(MS8. Fax; OBI 044 S?8S. 

LONDON 


MAY 10 & 11 

European Securities Markets 
The ioiplemeiitaiian of the ECs Capitol 
Adeqoaey and Invesimeiii Services 
directives, the fuidte structure of 
European equity and bomi markets, the 
needs of Inieiiiailonal companies in 
raising equity and debt rinance will be 
discussed. Enquiries: Funpcial Times. 
Tel: 0718U 9770. 

Fix; 071 S73 3075/3969. 

LONDON 



APRIL 28 & 29 
Finanda) Innovation - New 
Directions For The 90s 

This high-level forum will review 
developments In (inmcial innavsuon in a 
period of iow growth and low inflation 
and consider future trends. 

Enquiries: Financial Tunes. 

Td; 071814 9770. 

Fax: 071 873 3975/3969. 

LONDON 

MAY 11 

Total Remuneration In Europe: 
New Approaches 

Remunerarion packages must motivate 
employees, yet remain cost effective to 
companies. This eonfereoce provides a 
sirategie approach to total remoneration 
design for European Iranafcrs through 
case studies and discussioa. 

Coetaa: Natalie Munden, CBI 
Tel; 071 379 7400 


LONDON 

MAYS 

Investing In Blotochnology 
Hambrecfai ft Quisi Incorporated and 
Dioledinology investments Limited are 
ples.ied to prcKni a one^y conference 
feaiuring panel diseuctiofis end corporate 
presentations by leading biotechnology 
firns. For further Informaiioa, calL 
London 071-634-2883 
New York 2(2-207-1473 

LONDON 

MAY 12-14 
Mexico and the NAFTA: 

Who WBI Benefit? 

Two day conference (keynote speech Ihe 
preceding evening) on macro-economic 
and sectoral consequences of NAFTA. 
Speakers from US, Mexico and Canada 
and British business, on finance, 
invesimeat, agriculture, trade labour, 
environineiiL Otganiseia Inslitule of Latin 
American Studies and London Chamber 
afCbmaicrce. Cbmact: (LAS 


LONDON 

MAY 5-4 


Know Your (fompetitors: 
Competitor Inteillgence ft 
Analysis Inc. Ber^marklng 

A praakal wo day seminai/WoilBliap from 
(be UK^ Na 1 spedaiists. Ptactrcal caw 
exercises, succcstinl case studies. Oucsi 
epeaker who is head of a major company's 
iiilelligenee unit Cuaiaci: Patricia 

Donnord. EMP Inielligence Service. TUI: 
071 41T7 5665. Fax: 071 935 1640. 

LONDON 

HAY 17 

Restructuring In The Insurance 
Industry 

A change in regulatory cliinste, reeessloe 
and cilasiropbes have brought about 
evolution hi die Insuianoe Indusuy. There 
are opportunities to be seized, but the risks 
are high. Find out more ftom leading 
indusuy specialisis. 

Coniuec Acquishions Monthly 
Conferences. 

TeL 071823874a i^: 0715814331. 

LONDON 


MAY 10-11 
5th EurteMan Hnanclal 
Services (fonfwence ‘Rcbiiiidiiig 
The Bank - Restoring Piuniability" 
Busines Proons Redesign; Downsizing: 
Rc-engineeiing. Ensure your (uture 
viabOiiy. Speakeis: Briaa Pitman, CEO, 
Uoyds Bank; Gene LocUwrt. ex CEO. 
UK Banidiig, Midiand Bank; Tom Jones, 
EVP, Fiiuncial ControL CitibanL 
Cuniaci: Elaine Fitzsimons. Laffcriy 
Coaierenees, Dublin. 

Tel: 353 1 718022. ^353 1 713594. 

LONDON 


MAY 18 

Relocatiwn - A Boardroom 
Perspetriive 

This lOD half day seminar, beld in 
acwdaiinn with Black Horue Refocation. 
unraveb the complexities of a company 
move providing directors with the 
guidance they need lo capiislise on the 
business advantage tbal may be secured 
thfough ndocatiatt. 

Enquiries: - Director Cbnferences 
Teb 071 730 0022 

LONDON 


MAY 10-11 

Promoting I.T. And Business 
Partnership 

This two Jay conference explores the 
approaches to achleviag partnership 
between f.T. and the boslnens. indudiog 
changes in working practices, i.T. 
uiganisaiion and lh« development of 
managers wilb balanced ’hybrid' skilk. 
OjniMi: BusiiMS Intelligenoe. 

Tel: U81 544 l830. Fax; Q8i 544 9020. 

LONDON 


MAY 19 

Improvkig Oil Industry Cost 

Competitiveness Through The 
Logistics Chain Conference 

Preaeniaiions will consider primary 
supply, slurage and handling and rond 
distribution, and will highlight 
developments aimed at optimising 
efficiency of ihia vital pan of the oil 
business.Coniaei: Caroline Lillie, 
inslilule of Pelrrieum.Tel; 071 ti36 iOM. 
Fax: 071 2SS 1471 

LONDON 


MAY 19-20 

Introduction to Options Court ’• 
Partsi &2 

Day 1: Basic Terminology. Option 
Pricing, Trading & Hedging Stmegms; 
Day 2: Vulalilily. Advanced Trading 
Strategies, PlMfblio MaiL^meriL 
Venue: Cambridge Science Park. 
CAMBRIDGE. £345 ( 1 day oniy). £SV5 
(both days) 

Contact: Kathy Page, Brady Financial 
Seiiunais. Tel: (0223) 4232S0 

CAMBRIDGE 

___ 

Benchmarking - Organisational 
Perfonnance & improvement 
A practical one-day aeminar/worlcshup, 
lead by the authors of the fonheomiag 
Financial Tinics Buninem Series bonic on 
Befwhmacfcing. 

Cbniacn Snlli Bendell. Services Ltd. 

ThI: 06024SS28S. Fax:06028l7l37. 

GLASGOW & LONDON 

MAY 21 

lAOB Conference- Meeting 
The Investment Needs Of Latin 
America 

Dr Enrique Iglesias hosts ibis event 
apoiBoied by Canning Houee, INC Bank. 
Laitn American Newsletter and Bankers 
TrusL Focus on capital tequiremenis, 
natiiie and aize of capital flows. 

CoDlaec Marc Lee, CiiyfbnuiL 

Td: 022S 466744. 0325 442903. 

LONDON 

24-25 

OB ft Gas Transport and 
S ec u rity In The Former USSR 

A detailed asseasmenl of the sItuciiik, 
eoDtrol, economics and politics of tJie 
PSIT8 energy tmnqiotRlion uilnstnKtuie 
(pipelines, lailwaya, waietwnys, roads). 
Co-hosted by 'nansnen, Caqmm, and the 
Kazakh Mtntsiries of Fud-Energy and of 
Transiwri. Conlaci; Europe Energy 
EnvironmciiL 

TeL 0714934918 Fax: 07l 355 1415 

LONDON 


MAY 25 

Petroleum-Based Land 
Contamination 

This canferenoB will appeal to annpanies 
Involved in ihe manafacfurn, arorage, 
handling and nae of petroleum products, 
both from a legislalive and practicai view; 
also local auihoriiies responsible fur 
planning envimunent, healib, building or 
iand use. Qmtact; Caroline Uufe, InstiniM 
orPeifuleum. 

TeL- 071 <36 1004. Fax: 071 25S 1471 
LONDON 

MAYS 

The New Uganda 

This coDfcrcnce will outline the laleai 
devehipiiiBnis and views of Key Upndan 
Gavetnmenl hfinislen on a wide range of 
economic topics. His Excellency 
Piesideni Yuweri Museveni will deliver 
Ihe keynote conEereoee speedi. 

Contact Nicfci Martin, ^1 GmEneiices 
TeL 07L3797400. Fan D7I497 3646. 

LONDON 


MAY 25-27 

The RoSPA International 
Safety & Health Exhibition and 
Oongress 

Europe's iargesi aiuiual safety A health 
ezbibilion and cungiess now in its I Ufa 
soGcessfu] year. The event wili provide 
vital infonnaiioii, services and products. 
Opening limes: Tuea, Wed. Thurs 
25,26.27 May 10.00 - 17.00 huurs 
Enquiries: Hazel Kirby • Centre 
Exhibitions. TeL UCi 7S04l4l(Est2665) 
BIRMINGHAM 

MAY26 

Private finance for puMic 
praiecls 

Speakeis include: Norman LamooL John 
MacGregor, Virginia Bottomley. This 
conference explores the Govei n menrs aim 
of ailnciing private fiiiaiiee ia a number 
of public leetor areas including Ihe 
nanspon and health services. 

Contact Nkki Martin, CBI Confereiiccs 
Teb 071 379 7400 Fax: 071 497 3646 
LONDON 

MAY26i/27 

Interest Rato Risk Management 
Course 

Day 1: Vidd Curve cansituaion and IUsIl 
B a^ and Derivative (nstfumems. Day 2: 
(Usk Models. Hedging Bnic Derivmive 
Insinmienia, Trading worishop sessions. 
Venue: Cambridge Science Park, 
CAMBRIDGE. £345 (I day only). £595 
rbodi daya). Contacc Kathy ftge, Braify 
nnancia] Seminars. Tel: (0223) 4Zi 250 
LONDON 

MAY27 

Acting For Uoycra Undertwilters 
Update for professional advisers to Names 
on laiesi changes at LloytTz The new 
Bust'neu Plan and tax reforms analysed. 
Names Action Group's expliined, and 
1990 Syndicate results predieied. 
Speakers from Ernst A Young, Willis 
Faber. Sturge. Brookbank Shipion, 
Uoyifi and C3utscL Comaci: Bnsineas 
Btieftn^ Consultanla 
Tel: 0444416678 Fac 0444 441162 
LONDON 

MAY27 

open Systems: 

ACrffieal Review 
This one day eonforence ghws a lealisite 
a swas ment of their r el evanc e to uday's LT. 
airaicgies. Sfaoiild every otj^nisaitoa be 
plaiuing for an open systems envitonmeni? 
ff IKK, what arehitecRiies shouM they be 
backing? Is there a compelluig busiaess 
argument for ba^ng open systems? 
Contact; Bosiness Imelligeiiix. 

Tel: 081S44 18M. Fix: 03 1 544 9020. 

LONDON 

JUNE 1 -2 

New Ftnandng Opportunities 

In the Metals Industry 

This i ',-2 day omfereiice will provide a 

timely forum to discuss and debate 

investment and trade finance aspects of 

the metals and mining industries uf the 

worid. 

Contact IHana Little at Metal Bulletui for 

moredetaib 

Tel: 071 8279977 

LONDON 


JUNE 3-4 

1 993 The Year of Vietnam 
Business: Opportunities For 
The on ft Gitte Industry 

Chfe RoyaL London W| 

This two day conference will launch 
Viemam‘5 plans to rapiilly and masshviy 
expand its oil A gas indusiiy at aE levels 
Contact: Nadia Ellis. IBC Tecbni'cai 
Services. 

Tel: 071 6374383 Fax: 071 631 3214 

LONDON 

JUNE 7 

Business Re-sngfneei1ng: A 
new roia for LT. 

This one day management confeTcnee 
provides an incisive guide to the 
challenges preicaed to the LT, luneiJon. 
There will also be opportunities to obtain 
hands-on experience of some of the new 
software lools which support business 
mudellhig and redesign. Contacc Business 
[ntelligenoe TeL 081-544 1830 
Fax: 081-5449030 

LONDON 

JUNE 7 & 8 
North Sea OH A Gas 
The conference will review exploration 
and production acdviiy, the importance of 
North Set anets to energy Gorapairies, the 
challenges facing operators and 
coniraetora in a mature sector and the 
outtook for invesI nie iiL 
Enquiries: Financini 111066. 

Ibl: 071814977a 
Fax: 071 873 397510969. 

LONDON 

JUNES 

Current Developnients In Nortii 
Sea Drflling Operations 

The confeteoce papers will give a topical 
overview covering company eoniractor 
relaiionahips, safety managemeni, 
environmental isues, shallow gas 
bazards/safety cases and future 
leehnology. Contact: Caroline Little, 
Insiinne ofPeiroleuiii. 

Teb 071 636 1004. Rue 071 255 147Z 

LONDON 

JUNE 9 

Ccyyright In The Age Of 
Electronic Publishing And 
Multimedia 

A conference to explore naiionil. 
Europan and intenialioQal perspeetiva 
on regulation, and to addreas issua of 
intellecteal property rights, law and 
eonvenrion, media piracy and data 
protection. £|7S. Contact: Allison 
Roberts, The London Insiitme Tel: 071 
7350810 Fax: 071735 4256 

LONDON 

Tune 17 

OulBOureing I.T.: A (Mtical 
Assessment 

This OIK day conference Is designed to 
help Senior LT. and buinesa manageis 
assess the putential value of oulsowciiig 
lo their organisalions, and to identify ibe 
foeion which comribaie u the suocesafiil 
selection and management of such 
aiiMgemenis, indiiding contractual and 

other praaical quesitoie. 

Coniaa: Butinexs [nielligenez 
Tel:08l-S44I830 Fax:08I-S449Q20 
LONDON 


JUNE 28 -AUGUST 6 
The London School of 

Economics is ofleriag a sdcaim of 
LiBRSne foroully exigiraed three vreek 
couisa L-i the .*ie!«fs of Manogemem and 
laietKX i onal Snulies, any of wtndi ore 
btgfaly sopicai, e.g. PoCiiics of Global 
Finance. Corponte Fuunoe, CIS and & 
Europe. Nationaltsm. The New Europe 
ocJ the World Economy. 

Contact: Nicoh Meakin 
TeL 071 9S5 7533 Fax; 071 955 7675. 
LONDON 

JUNE 30 

Business Performance 
Measurement The Instruments 
of Corporate Change 
A half-day execnitve seminar ou new 
approacha to management rqwrting and 
controL Harvard Busiaess Sidiool guru 
Robert Eedes and senioc UK exeemives 
explore how to ioiroduee new, non- 
ffamadal and 'upstream' indcaiois tnio the 
business ptaruung and tepoitiitg process. 
Cornua; Business Intelligeiice 
IbL- 081-544 laSO Fax:061-544 9020 

LONDON 

JUNE 30- JULY 1 

EIS 93: Executive Information 

Systems Conference A 

Exhibition 

Eunqreh leaiSiig co n fa re oa on executive 
and management information syuema. 
Over 20 spakera from nujor inierniirioMl 
companies explore key applications 
including finance, marketing, boainess 
pianniiig. qoaliiy and customer service. 
Plus a uniqiie uxhibilian of all the latfins 
sup^tets^EIS. 

Comacb Business fmdligena 
Td: 081-544 1830 Fax: (BI-544 9020 

LONDON 

JULY 7-9 

Oleaster Recovery & Busbiees 
Continuity Planning 
Conference 
ft Optional Workshop 

New York World lYade centre Keynote 
Address. User (bcunu London Tmibpan, 
Royal Mail. Express Newspapers, BT, 
IBM, National Power, Niidw Electric, 
GRE. Chase Manhattan, TSB, Royal Runfe 
of Canada, and Glaxo provide pr autha l 
lessons in oondngency planning. 

C on i a cb AIC EutOtnoney 
TeL 0717798S38 Fas: 0717798663 
LONDON 


INTERNATIONAL 


APRIL 28-29 

Assst S ecurM saHon In the 

Nordic Countries 

Sponsored by Goldman Sachs and 
uiDbnl Chance. Key Nordic goveiwnent 
oRieiala and internslional expertn will 
look ar the use of securitisation and 
Gsplain practicalities for banks, 
oorponies, investOR and intermediaria. 
Contact: Karen Pedenen, Eorotnoory 
TeL 071 779 8S3L fos 0717798835 

STOCKHOLM 


APRIL 29 

Business Opportunities within 
Econoidc Rjndhn for Eastm 
Eurm&TheFSU 

ExoBUiting the ruandat dcslnbility of 
becoming involved in econonie aid 
programmes (PHARE A TACIS). 
iDtroduction at the new EC Law Reform 
inlliaiivz Cbosmia BuiUiag. Kazakhstan 
ft Abuia Ch Sntdiez 
Inietforam fotvicez 
Td0713S69322 Fax07138l 8914 

BRUSSELS 


MAY 5-6 

WU/McGrawJfnra Worid Cars 
and European Trucdcs 
Conference 

will bring together DRI's latest 
authoritative forecasts with key outside 
speakers lu address Ihe issues of the 
esneni cyde rn the amomaiive industry 
and 10 aniidpaie ibc critical questions to 
be faced in the next five yean. Cuniaci: 
Corimw Redonnet. Tel: 0815456211 

BRUSSELS 


MAY 12-14 
Structuring Successful 
Intematlonai Assignments 

Major two day tMeference for human 
resource professionals from both 
experieiiGed and emerging multinationals 
wbo plan and manage imemalkmal staff 
ttansfes. £550 

Comacc Siepb» Gram, Erari ft Young. 
Td; 071 931 298a Pax- 071 5835446 
VIENNA 

MAY 17-18 

Distressed (fommercial Real 
Estate Assets: Strategies for 
Disposition 

Euromoney's fust seminar examining the 
opportunities for selling nndeqwrfocming 
commercial real esraie loans and other 
aswis. Regulmofs and ocher experts will 
examine the xiierDslIves. Keynote 
speakeis: wnipm Scidman, Samuel Zell. 
OoniaA Bonnie Bristow. Euromoney 
Td; 0717798833. Fex: 071 779 8835 
NEW YORK 


MAY 24-25 

European Food and Drink 
Industry Conference 
'What really matters in ihe European 
arena*. This conference explores (he 
design of compeiiiive organisational 
structures and formulaiion of marketing 
waiegies for national and muti ii>ari^a| 
players. 

Contact: Managramu Cenirc Europe. 
1bL32-2-Sl6.l9.S7 Fax: 32-2-513.71:08 
BRUSSELS 


MAY25&26 
Aslan 0ectridty 

The aim of tire meeting k to provide a 
high-level forum la review regional 
privatisation pivgrummeu. daaus power 
proj« ruuDcing and consider Aiture foel 
choices. 

Enquiries rinanctal Times. 

Tel: 071 814 9770. 

Fax: 071 873 3975/3969. 

SINCAPORF. 

|SaY25-2'/ 

'Asia And World TextBes' 

Will examine Aaia-Pacifk's cnqrntoita 
potential as a source/markei for 
Invcstmeiii. teduiology, dodii,* and other 
foxide products. Factory visits lo China. 
Sri Lanka and Taiwan will follow ihc 
wealth of opportuniliea that this 
conference will provide. Contact: Hannah 
Barker. TeL t44 (0)61 834 8457 
Fh*s +44 f0)6t 835 3«7. 

HONCimnc 


JUNE 6 -10 

Ukraine - The New Bu^ess 
Partner 

Two day euafcreace exploring n.undai ft 
economic opportunities in I'kraine. 
Optional day of visits to Ministries ft 
TACIS office. Topics include Economic 
Reform. Privaiisation, Foreign 
Invcstmeni, Ukrainian ft Western 
speakeis. ConiKL Inieiforum. 

Tel: +44 0713869321 
Fax: ■M407I 381 S9|4. 

KIEV 

JUNE 23-25 

21st Annual lntematior»l 

Pharma (Conference 

'Compeiiiive Excellence in lhc New 
Phstma Environrocni* 

This iniernaiional forum tor top 
execuliva focuses on what will dictate tic 
competitive position of pharma companies 
in the new busines ensironmeni. 

Conlaci; Managemeni Centre Europe, 
Brussels. TeL +3^2-5l6.i9.87, 

Far +32-2-513.71.08 

BRUSSELS 

JDnE 24-25 
Competitive Intelligence 

Participate in a 1 ‘/z day pregtomnu of 
advanced-level seminars pretenied by 
Kirk Tyson and other bosiness 
inielligence experts. Learn bow to 
orpmse the inielligence fanction, and link 
it with iIm strategic maiugeineai activity 
of the Firm. Learn about powerful 
uuly^ look used lu enme co rop ci iw 
aJKiMincaiid tedinoldgjol siftngcfK. 
Cont** liB SA. Tel: t4t 22 362 T7 67 

Far +41 22 362 77 92 

GENEVA 

JUNE 28-29 

2nd International Bank 

Marketing Conference 

Theme: 'Strategies for all Seasons" - 
Orercome the marketing chaUeage for the 
90s: Database Marketing, Direet .Service 
Provision, Merchandising. Public 
Mlstums. Advertising Fmancai Services, 
^rkeling in a Recession. 
Micromarketing. For further details 
Caiherine O'Reilly. Laffcriy 

Tel: (f3S3 1)718022 Fox;7l3S94 


^Nb 28-29 
Euromex Energia 93 

Bxoellem oppuniuiiy for EC 
|o make bittiness cuniacis on 
laformiion wiih key persoi 
growing mexican energy ii 
niol»l;diinensioiial pngiamm, 
CftN^A Commi 

Scemoriat. Loruk 

Tel. (44 80660 7290 

F«(d48l)660797l 

Mex 

JULY S -'9 


■fflfw.Anglo/. 

j^nologyliK 

Convened by ih« 
Affa 

iy^.^nnmic Fi 
he beld m Tokyo. 

Ploasc contact; Ai 
™yal Insiiiuic of 
paiham ilyuse 1 

.if;*^SWiY4LE 
Tel: 071 9$7g^ 


TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752 
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MANAGEMENT 


W hm Amstrad, the UK 
elec^onics group 
beaded by Alan Sugar 
advertised late last 
year lor tne appointment of two 
non-ezecntive (Urectors, Colin St 
Johnston was entitled to indulge in 
an Ironic smiio 

As managing director of Pro Ned 
^ organisation for the promotion 
of nonrosecutive directors which co- 
ordi nated the recruitment, he was 
witnessing the remaiitable aiHaw>^ 
of a vocal advocate for reform of 
corporate governance with a com- 
pany criticised for its failure to 
anhntn* the topic. 

A decade after it b^an producing 
annual reviews. Pro Ned retains u 
evangelical slant, calling regularly 
for an end to the “old boy network" 
for appointments, and providing 
booklets and hosting conferences to 
promote bettm* boardroom practice. 
But some are now questioning 
whether It should continue in its 
current form. 

Pn Ned came into being in 1981 
with the backing of rUnp sponsors 
including the Ranv of Rn giawri the 
Confederation of British Industry 
an d the Stock Exchange. Its first, 
typewritten annual review in 1983 
may have since been replaced by 
rather mm« glossy production tech- 
nique. But its objectives have 
remained almost onrhangpfl 
The first and primary aim was “to 
create a climate tk opinion in which 
boards perceive that It is in their 
ovni interest to put their house in 
order”. That meant promoting inde- 
pendmit non-executive directors and 
encouraging the split of roles 
betwemi chainaan anrf c hie f execu- 
tive. 

The second aim was to create a 
search service to help companies 
find these directors. In 1983, Pro 
Ned estimated that just 5 per cent 
were selected throu^ search firms 
while three-quarters came through 
the personal ^j>TnmendBtioTifi of 
the chairman, company directors or 
saiior management. 

One senior executive with know- 
ledge of the organisation says: “It 
worries me that Pro Ned lacks a 
clarity of purpose focus anrf is 
not as cnmmarrial as it wiigh* be." 
He cites the dominance of represen- 
tatives of associations rather than 
working business executives on the 
Pro Ned board. 

Peter Waine, joint chief executive 
of Hanson Green, a search firm for 
non-executive directors which 
claims to place neariy half the esti- 
mated 600-700 vacancies a year, has 
“a lot of respect" for Pro N^. “But I 
think it has probably lost its pm> 
pose as an appoinbnents It 

should stick to being a professional 
institute." 

Of the 850 people on Pro Ned’s 
roister, 60 per cent are 55 or older, 
and just 10 per cent are women. 
Many nampg stay on the register for 


^er 10 ye^s fighting the old boy network, Pro Ned now 
fac es qu estions about its own future, says Andrew Jack 

Big changes to 
take on board 



years without being selected. Waine 
says the register is too reactive, and 
ofim candidates “in the twilight of 
their careers” who are too reliant 
on non-executive remuneration to 
act independently. 


But St Jcdmston argues that Pro 
Ned actively canvasses for new 
names, and does not “purge” its list 
too ruthlessly because candidates 
who have been untouched for years 
can suddenly be requested. He 


stresses that companies hunting for 
non-executives can consult the reg- 
ister without identifying them- 
selves. and in the knowledge that 
candidates will be available. 

Less controversy surrounds Pro 


Are two heads better than one? 

A re we in danger of going can be time-ooiisnmuig but the oirt- the borrois irf the past be repeated? 
overboard on cmporate gov- cmne is unlikely to be matalany When too much power lies in one 
emance? No one diallenEes different or more nrofoand from nerson’s erasn. then the likelihood 


A re we in danger of going 
overboard on cmporate gov- 
ernance? No one dianeng es 
the concept or the objectives - but 
who is counting the cost? Ulti- 
mately, are shareholders getting 
added value? 

For example, splitting the roles 
of fttiairmaw and Chief execntive 
can be eqiensive, partfcnlarly at 
executive level. Two salaries for 
what was previously one jifo Is the 
staiiing pcriuiL And how is the 
chief execntive reimburse at a 
lower level than his predecessor, 
who had bem hamiinig the dual 
role? Even a part-time chairman 
will, almost inevitably, bring an 
additional burden to the payroIL 
The hlddmi costs are more diffi- 
cult to identiCr and justify. Deci- 
sion making with one ultimate 
arbitrator ^ould be straightfor- 
ward. A decision wfth split rales 


can be time-consuming but the oot- 
cmne is unlikely to be matolany 
different or more profound from 
two minds than from one. 

Another issue arises over com- 
municating with the ffity, a process 
that the ehain mni is dufy-boond to 
lead. Yet it is the chief executive 
who really knows the !««««»«, and 
it is he who ftmd managers wish to 
hear. I sn^ect that tliis win not be 
easy fw many chajimmi to accept 
liany senim- executives are frus- 
trated with the challenge of work- 
ing for two masters, p^colaily if 
they worked closely with sometme 
combining effidently the two roles. 
If a conq«ny has tn place a well 
qualified, independent set of non- 
executive directors, are further 
safi^uards necessary? If ann’s- 
lengtii oommittees coverfog audit 
rennmeration and so on are tn 
place and working effidentiy, wfU 


the horrors irf the past be repeated? 

When too much power lies in one 
person’s grasp, then the likelihood 
of fraud, dishonesty and variations 
on those themes is always a dan- 
ger. But executives and companies 
of the highest int^irity will always 
outnumber those with the isropen- 
dfy to go off the rails. It should not 
be necessary, as a matter of conrse, 
for every company to split the 
durirman and daef executive. 

In providing such saf^nards 
companies are often wasting hun- 
dreds of tbonsands of poimds. 

It is th ff4» to thiwk a gain, to ana- 
lyse the luactical implemmitatliHis 
and to cmisider cardolly whether 
we really are creating a better, 
safer corporate wwld. 

Alex Renfield 

The author is empUfyed at a senior 
level in an FT^ con^)any. 


Ned’s primary aim. “The promotion 
of non-executives was one area in 
which there was no division 
between the City and industry.” 
says Jonathon Charkham, adviser 
to the governors of the Bank of 
England and Pro Ned's first director 
in 1981-85. 

Sir Adrian Cadbury, Pro Ned’s 
rhaWman, says: “Pto has estab- 
lished its^ as the one really inde- 
pantiawt souFce advice and has 
become an accepted authority. 
Everyone else has an axe to grind. 
But we have an enormous job stiD 
to do to make directors nuve inde- 
pendent and more effective.” 

There is little doubt that there 
Tiaa hnnn dumendous Change In 
last decade. According to figures 
ftxKu Hemmiogton Soott, the cmpo- 
rate infoimation company, all 
PI^lOO cmnpanies now have nc»- 
executive director s , as do all but 8 
per cent of the LS33 UK-quoted com- 
panies pwiniiiTig investment trusts. 
Four-fifths have split the rote of 
chairman and chief executive. 

By contrast, a survey by the Bull- 
ock Committee showed that one 
quarter of the Times i,ooo compa- 
nies no non-executive directors 
in 1976. Even in 1982, a Bank ctf 
Rn giand survey showed 20 per cent 
without any on the board. 

How far Pro Ned was responsible 
for tbig rhang w is difficult tO 
Other organisations and some regu- 
lators in the UK and overseas have 
influenced changes in corporate 
governance. 

Charkham cites at least one 
ingtanftft of a Pro Ned-generated 

iiiaa- that quoted wwnpanicg shOUld 

publish d e^^ig of backgrounds 
ctf nottexecutive directors in their 
annual reports. That was taken up 
by tire Stock Rmhangp, and is now 
a UgHtig requirement. 

A more fiindameBtoi ciuestzon is 
whether Pro Ned's campaigi^g 
zeal has bemi focused in the ri^t 
direction. Most evidence on corpo- 
rate governance is dangerously 
anecdotal. A recent analysis by 
Henumngton Scott sugge^ that 
there is little correlaticHi between 
long-term corporate performance 
and the preset^ of non-executives 
CV the separation of anrt 

chief executives. 

Equally, some argue that the 
cnganisation has focused on topies 
on ^riiich there is ocmsiderahle con- 
sensus while n^ecting more con- 
troversial but important issues, 
such as the scope for two-tier or 
supenrisory boar^ 

Sir Adrian says: “That is an 
important question but let’s not 
divert attention from what needs to 
be fame ami now.” Hie arinittg 
that there is a tension between the 
campaigning and the recruitment 
roles ci the caganisaticm, and says 
he will be drawing up cations for 
his successcn* befcxe retiring from 
the board next }«ar. 


Tlexecs' show 
their muscle 


By Kate Button 


B eing made redundant is not 
such a big deal. acc»rding 
to John ^uwerda, fiscal 
manager at the Foundation for 
San Francisco’s Architectural Mer- 
it^. For him It was a blessing in 
di^uise. 

As in the UK. executives in the 
US have recent discovered that 
redundancy is not a malaise 
restricted solely to the ranks of 
the blue-collar worker. But 
Americans are finding increas- 
ingly that being a tenmorary exec- 
utive has its perks. 

Rauwerda is one of thousands of 
executives who fen foul of recess- 
ionary layoffs and then found 
anothk* potition after a period as 
a “flexecutive”. With more than 
30m Americans employed as 
either temporary workers, part- 
! timers or independent contractors, 
the contingent workforce has 
become one of the fastest-growing 
sectors of employment in America 
and accounts for more than 25 per 
cent of civilian jobs. 

*T had been working on a tempo- 
rary assignmoit at the Founda- 
tion for four months when they 
offered me a permanent position,” 
says Rauwerda, “I took it because 
it gave me security.” 

For those who sit in wait for 
their next permanent role, becom- 
ing a flexecutive has advantages. 
According to Tom Johnston of 
New York-based laterim Execu- 
tive Services, approximately 52 
per cent of temporary executives 
receive permanent job offers. In 
addition, interim employment 
eUmfnates gaping voids on a CV 
and broadens one’s skill base. 

Not everyone regards tenvorary 
employment as a stop-gap. Amy 
Ross presently heads up the bene- 
fits unit at T.ifas«tn, a nationwide 
wioHifffli m o nitorin g manufacturer. 
Ross the permanent job mar- 
ket because she sought greater 
freedom and flexibility. 

“I was burned out and my for- 
mer role was too demanding. This 
way Fm more in control,” she 
says. Ross, who spent two months 
travelling with her family 
recently, says that she would not 
accept a permanent job if it was 
offes^ to hra-. 

But Ross is fortunate in that 
temporary employment suits her 
lifestyle. Others are rescued to a 
career in temporary executive 
roles because they do not see the 


emplojrment market supplying 
siiffident opportunity for them to 
return to the permanent positions 
they would piWer. 

In the present economic climate 
there are advantages for compa- 
nies in favouring temporary 
recruitment, especially at the 
higher echelons of management 
where perks are expensive. Tem- 
porary employees do not receive 
holiday pay. maternity leave, 
health care insurance, pension 
plans or sick leave. 

It is largely for this reason th.-it 
the incidence of temporary ' 
employment rises towards the end 
of a recession when companies 
find they have been too eager with 
the paring knife and need certain 
glrilL«5 on board, but cannot afford 
a permanent executive. 

Small companies as well as 
large have been attracted towards 
the ever increasii^ pool of execu- 
tive expertise on the marketplace. 
Many have used temporary sirills 
to cover for under-st^fing carised 
by maternity leave, sabbaticals or 
overly enthusiastic redundancy 
programmes. 

Says Don Muller, the director of 
client services for lawyers Thelen, 
Marrin. Johnson and Bridges: “1 
bring in the level of expertise I 
need, when I need it.” Muller now 
finds that while his permanent 
staff is on the decrease, his use of 
fiezeeutives is on the increase and 
there is rarely a time when he 
does not have at least two tempo- 
rary top managers on the payrolL 

Muller stresses the financial 
advantages for companies are 
enormous. Recently, he employed 
a spmalist to set up a new com- 
munications system within the 
company, at a rate of $100 (£65) an 
hour. 

The pnqect took seven weeks, 
and the i^vidual worked a 20- 
hour week, costing $14,000. “Had I 
employed her full-time, her level 
of expertise would have warranted 
a $120,000 annual salary,” explains 
Muller. 

Recent reports by the Bureau of 
Labour Statistics su^Kt that the 
growing army of “discouraged 
woikers” in the US (resigned to 
never securii^ another permanent 
job) has reached Im, while the 
temporary professional sector is 
the fastest growing s^ment of the 
temporary-worker industry, gener- 
ating $70m per annum 
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TOTAL QUALITY MANAGEMENT 
THE RIGHT WAY TO MANAGE © 
WILLIAM E CONWAY 
OCTOBER4/5 1993 
OCTOBER 6/7 1993 
BIRMINGHAM UK 

Bill Couway is a charismatic ^icakcr who was the first Western 
CEO of a Fortune 500 company to recognise the contribution 
made by Dr W Edwards Demiog to the Japanese industrial and 
economic miracle, and to employ him, work with him. learn 
from him and apply his principles successfully. 

During this time he took what was essentially an academic 
philosophical approach and developed a workmg tool that could 
be eotbuslasticany embraced by management and staff of all 
levels. 

Directors and Senior Managers may well feci that two days spent 
in the company of such a man would be a worthwhile 
investment. 

For or tkirtber iDfornintion: 

MOm GaDimore & Associa t es Ltd 
Phone 0621 858058 / Fax 0621 850972 
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COMPANY NOTICES 


TRADE MARK: 
MARK NO; 


GOODS SPEdFICATION: 


1187411 PRESSCAR WMmnccBticat veterinary and Mniuiy whaancta; 

pdaslen for nedkrail loe; nuierials prepared for 
bmdagiiig. 

1411533 PRESSCAR Suppon bandigea; elastic bandages; slings and 

lonmiqnetsi snppoR gannenb and pressure ganiKais; all 
(br medical uc; bandage applicauis, bandage dips, 
bandage guides all inrtuded in Class la 

14I1S34 PAN MED PlasieKanddicnqgs,allfbrsuigBal3ndniedkaliiM; 

bandagee material prepared tbr banchgiiig; surgical 
•"v-Mnatiq all induded in Claes 5. 

141 1532 PAN MED Support bandages; elasric bandagm: sUags and 

wuiiiiqneis, support ^imenb and pteasure garmoiu: all 
for medical uae; bandage appUanrs, bandage dipa, 
h.urfnp. gaides; all jo Claas 10. 

14ILS32 PRESSCAR Plaaen and dresstn^ all for augical and medical use; 

bandages; material prep u red tor b a nd a gi ng; surgical 
rtockinettei sU metaded in Chg> 5. 


THE LONDON DOCKLANDS SURVEY. 

The FT prapose lo pnbHsb this survey an Friday 2 1st May. 
For infsnnstlDB , pkaae call Wal-Fung Cheung m 071 573 3574 
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NOTICE OF REDEMPTION TO THE HOLDERS OF 

MAGNA INTERNATIONAL INC 

7% Convertible Subordinated Bonds Due 1993 

NOTICE IS HEREBY GIVEN that, pannani to tbe prori a ons of ibe Tmsi 
Deed dated Novembet 26, 1986 between Magna Inlemattoital Inc. (the 
"Company”) and Tbe Thmt Company, as trustee, as amended by a 

Siqiptemental Tnisi Deed dated October 22. 1990 between the Company, 11k 
Tnist Company and National Trusi Company, as su cces s or inistee, 
and by a Sun>)eaieaid Trust Deed dated June 1, 1992 between the Company 
and Natioaal Trasi Company, as tnmwe (which Trust Deed, k amended, is 
hereinafter referred to as the "Amended Trust Deed"), the Company has 
elected to redeem and will redeem on May 26, 1993 (the "Redeaqnioa Date") 
all of its outstanding 7% Convertible Subordinated Bonds Due 1993 (the 
"Bonds”) by payment to Ibe holders IfieFetti' of ibe redemption price of 10t% 
of the principal amount ihereoC iogedier with aocned and interest to 
the Redemption Dateof U.S.S35.19perU&$}J)00JX) Bond. 

Paymenl of tbe redemption price (U.S.$1J>4S.19 per U.S jljnOBO principal 
amount, including accnied interest and premium) will be made to holders 
against piesenlaiioo and surrender of the Bonds together with all onfflatored 
coupons appertaining thereto and a copy of this notice at The Chase 
Manhattan Bank, NJL. Woolgate House, Coleman Street. London, EC2P 
2HO; Banque BnixeUes Lambert SA„ 24 Avenue Mambc, B106O Bnisels; 
Chase Manhattan Bank. Luxembourg, S.A., 5 Rue Plaetis, L-2338, 
Uixembouig; or Cbase Manbaaaii Bank, Switaeilaod. 63 Rue do Rhone, CH 
1204 Geneva (collectively, the "Paying and Conversion Agencies"). 

Holders of Bonds are reminded of the right to co evert the bonds into fitily 
paid and non-asseasable cisiea a Suborduiate Voting Shares of die Company 
at the cuneni conversioa price of U.S.S20.75 per share. Soch right may be 
exercised at any time prior lo the close of business (LondotuEogland time) on 
May 19, 1993 by surrendering the Bonds, together with all nninatnred 
coupons sppenaining thereto, to any of the Paying and Cooveision Agencies 
accompanied by a duly signed and completed conversion notice. Copies of 
the oonversion notice form may be obtained ftom any of the Paying and 
CoBveiskm Agencies. Please note that, poisnant to die provisknis of the 
Amended Trust Deed, (he omveisioa right wOl expire at the dose of bnuness 
(LoDdoo, England lime) on May 19, 1993. 

NOTICE IS FURTHER GIVEN that, pursuant to the provisions of the 
Amended Trust Deed, all interest upon ito princtpal amonnl of the Bonds 
shall cease to aceme from and after the Redemption Date and coupons for 
interest accruing after tbe Redemption Date shall become and be void. 

DATED at MaiUmm, Ontario. ^"»*i this 26th day of ApriL 1993. 

Brian R. MacLBOD 
Secretary 
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AB ELECTROLUX 

TO THE SHAREHOLDERS OF AKTIEBOLAGET ELECTROLUX 

The ANNUAL GENERAL MEETING of tta Compniy wiU be beM re Kmaerthtiaei. 
Slor> eelen, HfltoigBli Siockbolm, Sweden, on Tuerehy, May IR, 1993, at 3 lH) pjn. 


1. OnKaaiy bnanes 

Maitere prescribed by the Swedish Companies Act I97S and by the Company's 
Articles of Associaiion togteittne, inier alia, presentation of the annuel report and 
Mcouoia aad ibe ludiloi's report on the Cbmpany and of tbe eoasolidBied annoaJ 
•eoDUDis and the audiior's report on the Cm^c Rsoluiiaiia on die adoprioo of the 
pnfh and loan ataumem and the balance staeei and of the oaosoUdaied piofii and loe 
daiemeni and tbe conaoii'daicd balance abeeR oo appioprintion of the Company^ 
preCl acoonfij^ to tbe adapted sheet: and Ibe n^uiions on the Dircoois' 

ry,.w<tf,t*cHfagharp» fanmtiahnily and nn llie eleflion oF nifwlnf«. 

Depnty Directan and Auditor. 

2. AiMborisiiion to issue a oonvertible debenture loan 

Proposals by the Board of Dhectore that the Board be auiborized. luiri] ibr nrai 
Annaa! General Meeting, to decide to itsne a convertible debemure loan in the 
nominal amount of DEM 80,000,000, convertible ioio ordinary shires in AB 
Bectrohne of Series B, such iisue - deviating from the sbaidiokterV pieTerenijaJ ri^ 
of subscripiioa - to be subscribed by AEG AldiengeseHscliafl. The term of the loan is 
intended to be appmsimaiely five years and the loan sball cany inieiesi at a rate of 
8.9% pA. Tbe conversion tale shall be SEK 475 with a rued rate of eidiaage 
applicable upon anvefskv of DEM I s SEK 3.60. Upuo fuUconveniooordMloeii, 
the share cafthai - with tbe csid coovenMO and exchange nies • win iDcrease by 
fully SEK 15 million wtakb coneaponds to 0.8% of the prment sbare capital and to 
003% ofthenumberorvoies. 

The reasons far the devialioo fitni the shareholders' preferena'iJ rigfM of abscripiiuo 
are the foUowing. 

As eatUer made publie, AB Elecnolus has readied a cooperaiian agreeaeu with 
AEG Akb'en^seUidiaA iimlet wbteh among other ihii^ Electrolux will aRpiiit; 10 
per of the abates in AEG M — t — *‘~ Ahticngesellschah with tbe posubilby of 
incTCuing its sbarehohling to 20 per cent, and AEG Alnjengcseliscbafl will 
anbscribe a convertible debenture toon iseued by AB ElectraliH. 

Tbe coopentiou will strengiben Etectroliu' competitive position in Europe by 
creating economies of scale hi product des'elopiiieni and production, and also enable 
Blecfiolux to meel more effectively the increasing compuiiiuo from the United 
^ig« and Japan in the European domesiic appUanen maikre. 

3. Amendnwm of the Aitidei of AsaoeiaticM 

The propoaai by the Board of Dlreeton that Ihe wording of the present su-callcd 
record day pcoviaian in SI2 of the Articles of Asaociatioa be adapted to current 
legiatatioiL 

' Attaodance a( Ihe Meetlag 

Shareholders who iniend lo panicipaie in the meeting most be registered with 
Vardepanieiaceiitralen VPC AB (Swedish Seenriiy Register Center) not later than 
Friday May 7. 1993. In addiUon. notiee of inicni to participate must be given to 
Elecnoiiis not later than 4 pjn. on Tfauisday May 13, 1993. by mail to AB BlectroliK, 
DepL C-J, S-IOS 45 StnAhnim, Sweden, or by lekphoiie at iiu 446 8 738 6793 or 738 
67B9. Nodee should hKftide ihe sfaacehohieris nsine, legiuiaiibn number if any. addiem 
and telqibone nimiber. 

Shareboldem whose shares are registered ihmigh banks or trustees must have ibeir 
shares teuipoiwily regtaeied in ibeir own nanus st VPC not later than Friday May 7, 
1993. 

A sbareboldet may attend and vole at tbe meeting in person or by proxy but in 
Bcoordanee wlib Swediah pnettea the CSrenpany does not send forms of proxy to i,s 
shatthoUeik Sbarebolders wisliiiig to vote Iw proxy sbould reibmii their owq fonns of 
proxy to tbe ComptHy. 


Sabjeei to endonement by tbe meeting of tbe Board's proposal of May 24. 1993, as 
recor d date for ibe dividend, it is expected that tDvideiida wiU be paid by VPC oo June 
1, 1993. 

THE 80AJID OF DIRECTORS 

Stockholm. April 26. 1993 

Electrolux 
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FOR REGULAR 

EXPORT FINANCE COVERAGE 




lotemadonal Trade Finance is the essential reference 
source for the busy executive. Published by Financial 
Times Newsletters, it provides both timely reportiiig 
and authoritative analysis for the discerning 
professional. 

REGULAR COVERAGE 

ITF is designed so that information is readily 
accessible, providing you witii the i 

• Credit Insurance • Project Finanj^T^,^/ 

• Aid Finance •Forfeiting 
•Counteitiade & OfEset 

• Short-term, oofl-Fecousft'fiatf^ :i 

PHONE-IN INFORMATION 
A ^cial phone-in mfonitatigQ-SBtvil^;]^|i^^ 
for subscribers, suppIyiog^j^iBCTfie.iaE^f^^ to 
subscribeis who seelrfii^Vd 9 t^.ltf>l^iuft^^^ 
immediately to hatid.j^hc most up-rp« ' ^ ' 
information is. thus, exelusivelv available teV-. 'v''] 
subscribers the moment it is need&- ' 

For further ioformation and a eoBmllmMfittT-’^^'.v 
copy, please contact Roland Earl on Tel: 071-^lgjl ; 
4414 or Fax: 071-111 4415. 
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LONOON PARIS ' PRANKfURT • NEW TQRK TOKtO 
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I26JERMYN STREET 
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The Trade Marlu mi mii beliiw were isugiied on: 

1 OecendRsr l*W 

by: TJ. Smiih A Nephew Liraiied 
UK Beieniloif AG. 

UnuMitoM -W, W.20D0 Hanbus 30, Geiminy. 

WITHOUTTHE GOODWILL OF THE BUSINESS IN THE GOODS FOR WHICH 
THE TRADE MARKS ARE RECISTEREO/APPUEO FOR 


TRADE 

MAKKNO: 

MARK: 

TRADE 
MARK NO: 

6IARK: 

3327I4A 

NIVEA 

1374398 

NIVEA CREJriE 

532714 B 

NIVEA 

1.416273 

NIVEA (DEFENSIVE) 

9I3S29A 

HOUSE OF NIVEA 

1304098 

NIVEA FACIA(.S 

701991 A 

NIVEA 

1304997 

NIVEA FAISALS DEVICE 

97I07TA 

NIVEA 

2374401 

NA^ FOR MEN 

307410 A 

NIVEA 

1374403 

NIVEA LOTION 

I38S27H 

NIVEA 

1238142 

NIVEA SUN 

1323105 

NIVEA 

1301823 

NIVEA SUN DEVICE 

1236461 

NIVEA ALPINA 

I1M896 

1466049 

NIVEA VISAGE 
VISAGE BY NIVEA 


TRADE MARK: 
MARK NO; 

I4IJ688 NiVAUA 


1043338 NIVEA 
669365 SUNEA 
I44S4I1 VEA 

I4728I4 NCV 


1433399 OEVONLY 


1453406 DEV ONLY 


1440*138 BLUE VELVET 


M364I EUCERIN 
373691 EUCERTTE 


418646 A NIVALBO 


418646 B NIVALBO 


1369816 NIVAUA 


1506018 DEV ONLY 


GOODS SPEdPICATION: 


Soap*: perfumes oon nediciled bild prepuaiioBG 
escnlial oils couneiics praparaimu for the hair aui 
pef^ianu and deodocans: son anoias pitpamiofa: 
ahampoos laicora powders all being iwlei articks for ute 
00 die perMHi and all ineluded in dau 3. 

Atiidei ol luidercfotbiiig: aad ordekR o( doAiiig for 
dindreo; but b« iaduding beoa. shoes or slippen. 

Toilei ptepataliuw iflon-sapanaeeous and mm-aedieafed) 
bul not including shampoos 
Soaps noo medRaled loilcl prepaniioas ensnais 
prepfliatioiis aan laaning prcparaiioM: perAunas shavtag 
crawns uiki waters emcoUal oils an lAdsded iaOxaS. 
Noo nKdicafBd cosneitcs and Mikines; Mcps shROipoo}.' 
piepamiorB for Uk hair, shavaig prqarations: deudoonts 
and ami penpuants: ereai iB. hKioas aud oils all for the 
care of the efcin aiul all being Boa-nedlcaied: cun taaniiig 
preparatioa; after sm preparaiioos shower gels bmb 
adddeves all ioduded in Cbsi 3: noae beiag for export to 
or sale ia Anligiu. Bahrain. Betas BriiUi Vugpi Islands 
Cayman Islands Dominies Falkland Islands Gibrahar. 
Grcnmla. Guyana, Si. Chriaupher-Nevis and An^nls 
MotHenai. Si. Helens St VlDceoi. Peopled DeooerMic 
Republic of Yemen and St Lucia. 

SbmnpoiH: picpaiaiioRS for ibe bain soafK shown' gels 
lalciiin powder, aoa medieated lofioris aad cnams for the 
care <d die skin: shaving prqiaraiioas skin cam 
preparatioaa lor proieciioii from ibe effeeiscf ihemm 
mseniiaf oib: eorun %wwl. patft and wipes for toiler ose 
deodoranls ami peispoams all included in Class 3. 
Stumpoos preparation for ibe hair, soaps shower gels; 
ulcuffl powder, aon aiedicalcd kuiom and creams for ihr 
care the skia; shaving preparanoas Am ore pr^nraifons 
for peweetioa from the ellecis of Ihe sui: essential oite 
cotton wool, pads aad wipes for loilet use: pa^ aad wipes 
impfcputed wftb efoaoing preporal kub for loilef use; 
deodoraais aoli per^raiiBi all loeUided in Oass 3. 

Toilei preporaiions: eosmciie preparation; face, hand asd 
bods foikm and cieams: suntan preparalkm: soaps all 
being non-medkafed: all included in Class X 
Medicaled sobsiaacn for use as an oinuncni base 
Chemical sobsiances nsed m the manufocTure of loilet 
preparaijaia. 

Candles, cooiaicn soap, deKcgenK illumirusing hearing or 
lubricating oils: nuicbes: aaJ starch. Hue and other 
pieparalion for laandry purposes, la so for as co a cem Ihe 
right M ihe eadiisive use of ibe maA ra relaiioa lo goods 
foe sale in the Uniied Kingdam. 

Candles, eamniun soap, deiefgems: dhaninming. heating or 
lubriaang oils: nuiches: and starch. Hue and olha 
preparation for laundry purpnscK In so far s concents the 
ri^ lu Ihe exclusive use of ibe marl ia celaiion fo goods 
for exporL 

Medieated soap for kniei ase: malicaied preparasioB fn; 
use in (he hath and diower. mcdieaied prepaiatioiB in (he 
form of oeams, loitans, powders and oiaioieflis, all for 
kale! use in Ibe pmemton and treaiawsi of skin disarders 
and all included ia Class 5. 

Tuiletriies: cosmetio; laknn powder, sngn: perfumes: can 
tie eulogae; Mild waur. loOei powers; cre ams araf loiiens, 
all for tlw sUni shampoos: preparaiioas for (he hair: son 
laniiii^ preparation; after sun prcperatiORS: shower gels: 
creams ud knions all for moaiurising. coiton wxmI: 
deodotaBB; aaii perspiraots: all inchNled ia Class 3. 


STAN B U L 

Make a 
point of it. 
With 

Turkish Airlines. 



iwnaii 


For centuries, Istanbul was the 
centre of ancient civilisation. And today 
it's easy lo see why. Although much has 
changed, (s^nbuf is stiff very central when 
travelling to the Middle East or to Asia. And 
quite possibly very central to die enjoyment of 
yourtnpas wetK 

Especially on Turkish Airlines. 
You'll have the comfort of our 
modem fleet of planes which offer 
you extra leg room and wide 
Business Class seating. 

Add to this our warm Turkish 
hospitality, and you just may find 
yourself thinking we're an important 
centre of modem crvilisation too. 


TURKISH AIRLINES 

NEW HORIZONS IN COMFORT 


nNANCI-AL TIMES MONDAY .XPHIL 
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Consultant picks up the reins at gro 


Richard Lacy, one of the best 
known figures in the global 
money broking business, is 
hflnriing over the chief execu- 
tive's reigns at Exco Interna- 
tiona to Ron Sandler, a 41- 
year*oid management consul* 
tanL 

Lacy, who joined Exco in 
1966 as a trainee broker and 
tea-maker, may be only 45 but 
he comes feom a sector of the 
financial services industry 
where executives tend to retire 
before 50. 

A popular figure with staff, 
Lacy has helped keep Exco on 
an even keel fo&owh^ die col- 
lapse of its pwT OTt , the RriHah 
ar^ Commonwealth empire, in 
1968. He tried to mount a man- 
agement bi^-out of Exco from 
the B&C administrators In 
1990, but thia rwmA tO nnfHlwg 


and in July 1991 he handed 
over the chinnsnship to Cawl 
Mosselmans. a former chair- 
man of Sedgwick group. 

Lfist summer the administra- 
tors sold 60 per cent of E.xto's 
shares to a group of institu- 
tions and the intention is to 
refloat the companj' on the 
stock market. Lacy has now 
decided to lighten his workload 
and move up to be depocy 

r-hairman 

Ron Sandler. £.xco's new 
chief executive, comes from a 
very different background. 
After Cambridge and Stanford, 
where he got his MBA, Sandler 
wicked first for Sostim Con- 
sulting wnri then became man- 
aging director of the UK 
operations of Booz Allen & 
HftrntHrtn, before running his 
own consultancy for a period. 



At the end of 1990, he was 
introduced to the money-brok- 
ing world after one of his cli- 
ents. Citibank, sought his help 
in recovering money lent to 
Gary Klesch's Quadrex. ownere 


of .Martin BierbaunL another 
rtonev-broker. Sandler took 
over as chief e.-cecutive and 
reshaped the Biwbaum pmsp 
so that it could be sold to 
David Kagan's Trio Invest- 
ments at theendoM992. 

Sandler, who takes ovw a 
business roughly twi» as sig 
AS Martin Bierbaum. dismisses 
that he te b«a 
brought in to Excotor a^. 

lar mission. He Sic ohas a 
good cash flow and a stm 
position in the three time- 
zones in which it operates. 

Meanwhile. Exco has also 
announced that Richard Jack- 
son, 45. previously presi«m of 
RMJ Securities. Exco's US^- 
sury bond inter-dealer broker, 
has been appointed chainnaii 
of RMJ and retires from the 
Esco board. 





Nigel Lester 
quits County 

Nigel Lester, who heads 
County NatWest Investment 
Management, is leaving for 
personal reasons, bat has been 
asked by the board of NatWest 
Markets to stay on for another 
three months while a successor 
is found. 

Tbe fund management opera- 
tion has been hit by a stri^ oi 
departures, with two other 
senior figures quitting just 
recently. David Gamble, dep- 
chief executive; has left to 
run the British .AirTrays Pen- 
siern Fund, and Bruce PuDman, 
who vas in charge of quantita- 
tive product development, is 
moving to Hill Samuel Life and 
Investment Management. 

County denies that these 
departures are connected or 
reOect changing fortunes of 
the operation. Total funds 
under management last year 
rose ftom £12.6bn to £14bn. 

Lester. 40. bad bees at 
County for three years. 


Chatham House plugs 
environment gap 


The Royal Institute of 
International Affairs, Britain's 
premier foreign-policy think 
♦ank , has plugged an embar- 
lassing gap at the top of its 
research staff by promoting 
Grubb. 33, to be direc- 
tor of its energy and environ- 
ment programme. 

Grubb, who has worked at 
the Royal Institute's Chatham 
House headquarters since 
October ISSS. replaces Gerald 
PoUio. The 'latter bad been 
hired m Joly I9S2 ftom Chemi- 
cal Bank - where he had been 
a senior adviser on energy - to 
take over from the widely 
respected Jonathan Stem. 

Under Stem the Institute 
had made quite a name for 
itself in the energy and envi- 
ronment world. Its programme 
has twice as cany corporate 
^xmsore as any other in the 
institute and Polilo's abrupt 


departure after less than six 
miw ths in the job led to a lead- 
ership vacuum in an important 
part of Chatham House's 
research effort 

Gmbb, previously at Impe- 
rial and the Cavendish 

Laboratories. Cambridge, has 
the energy and environ- 
ment programme's senior 
researcher. His appointment 
that the research pro- 
gramme can return to normaL 

The Institute is scheduled to 
publish next Wednesday three 
of the pieces of research which 
have been held up. These 
include a 200-page analysis of 
the Rio Earth Summit Agree- 
ments from last June; a 100- 
page report on environmental 
profiles of European business; 
and a report on the current 
stalled state of EC climate pol- 
icy. 


Constructive 

careers 

■ Steve Harrison has been 
appointed finance director of 
RS KENNEDY. 

■ Andrew Hornlcfc. a 
vice-president of Stone & 
Webster Engineering 
CtKporation in the US, has 
been appointed a dire ctor of 
STONE & WEBHTER 
ENGINEERING at the LTC 
headquarters. 

■ Andrew Page has been 
appointed finance director of 
ERTTH. 

■ John Lawsm, fonaer md 
of Costain ZntematiODal. has 
been appointed md of KIER 
INTERNA'nONAL. 

■ Andrew Gay, who for the 
past four years has been 
seconded fir(»n Rosehau^ as 
chief executive of the Londra 
R^meration Consortitun. has 
been appointed a director of 
■niAFALGAR HOUSE 
Construction. 


IMNDGOLD 


Gold mining companies’ reports 
for the quarter ended 31 March 1993 


Blyvooruitzicht Gold Mining 
Company, Limited 

(«caiac«i UCirr«&m 

BCacD BAatrau M aeo Boa Bi M son aan oatnuirr HMHES 

fotev 

OraUJBRS RESULTS 


Durisan Roodepoort Deep, Xamited 


•>iS Cl.QOaSMB 
issueo eamu: Rz »s BOB w 2 xa aoa 9HARCS 


opETUniB nacn.Tr 


Or»Ef>MK*t 

(kMpTOAoe-ne. 
w«->t 


RwrwB-fi«s— ~ 

Caw -B-V? . 

• R.H; . 

n <— 

COS - Kt rOM . _ . 

URRXOQPfeEl-ftl^SK .... 


hksmw ............ ... 

agtsanejcM • -a _ 

TW4-*T 

Ra*mi.a-1Mi9 . . 

CoM-fLVg.. . 

wartwigiarm-<t'9>g - ... 

Ravaicia - ftt nvac . . ... 

Ceat'iVinBae ........... 

waning crett-fiTaiSae 

RKMCIAL RESULTS (nOa’BI 
HanaRia ......... 


^^^Rig RnO: ..... 

Str6Tf*«mia -rc — ... ._ 
Pi«B aafera BMon aw Saaas tfva o! oral: 

TtamMaBa-aHiraWanfif 

MB WWr Maen ■.« » af araS 

CaeM Mane>wa - m 


»-e»-nn 

31-1MW2 

3331MB 

nooft 

1B47 

ins 

B.10 

srs 

33 US 

8ZS57 

ai4B 

39 72S 

m 

*.8S 

30LB4 

.■3387 

1BSJS 

3aL44 

ISO 

9£43 

307000 

znoDO 

107 

106 

CJS 

036 

33 ia 

3E8ST 

»4IS 

XE» 

371* 

1966 

USB 

1L33 

1030 

1146 

OSS 

«7S 

B4 7S4 

B4BS4 

R02T 

n no 

2107 

36B4 

1 BID 

1452 

3767 

S1I6 

a» 

864 

3136 

42S2 



1 748 

1S« 




iSSK t'Waeaa . Iq 

=<ac-ct>g... 

KaMBteU-RLB ................... 

ftn«Mi-A»iB9ae .. 


tea-R-iMad 

sraicxgcss~niadM .. ... 


Smam4>i — 

eSaBnufiiiir-W . 

ywr-g.'i ... _ 

Ramw-a*g .... 

C«BI-IM — ......... 

wartagans-Rlkg^M— 

RMsja-WaaWas . 

c«c - 111 aaraaa . . ■ 

'AiaaMM ... 

nNNaewL KMLTB imaati 


6cat 



SoiAr> 


PraCi Baieca MWi jnd foaa « anvt a* O'M 

IhHBGaartSMaamrae'TraB 

PnMamrtian ana StBM I »wa at .. 


fi-o-idn 

31 ifm 

261 BOD 

3X0/3 

1263 

'■ 197 

4.12 


miD 

22 SM 

34 3BB 

3«4{« 

17t» 

■•m 

127.12 

I3SJ2 

14432 

1»U 

I7.ll) 

17441 

2B2B6B 


IB4 

IBB 

062 

CU 

33166 

JS5W 

SB Ml 

i;i!« 

1366B 

12 sc 

2046 

n 62 

12.76 

1S«D 

a» 

ea 

4B0DS 

45135 

4B762 

44 583 

863 

K2. 

601 

1 1W 

664 

•■zn 

262 

415 

6W 

9B3 



1 BB 

1 377 


OLOraU. EXFBIDFTUIB 
Cvaw manOhM vAOaa ni aa«i (ptawaa 
to daMaoRMne iWWaB to via WhIwo Dafo IBM 
Ttora «• eaanawto to eaatol avanttf 
atotoBBi a to M iwatomr OiB cwwM 


evto - RC2 to 9* cwnty a ma to ulto i 


awawtoiQ to RE3 gfcjit Tto aKfatoaii t 


J. P. S. TUmsH, 

E B. OlCOtSI. Htoagito 


East Rand Proprietary Mines, 
Limited 


Binamm 

CAPrrAi.- RinsDiiBi n laan 


BN ORDUMir SKARES 

T cuss WHwau pRie eutouuvivB 


OPBUTHC RESULTS 



aav^BtoaaS-to 

yw-gR 


caai-fvag 

mWtogora«-IWto- 

Pa«aniia. Rammm . 

OaM-mvMM 

vtottto wato > oM . 


HMHCHL RESULTS (RBSn) 


Vtottog OBwItoBiB . 


sore 
17 «g 

laNB 


n743) 
ana 
18 IM 


2K00P 
1 S3B - 
5J7 

«1SB 
SB as 
4807 

ISS.V 


S2 ISS 
1B4« 
I6 7S9 
grm 

14.14 


pasumoiis 

Aa nvatoBM ciunaar^mne yielt wee aSaai Bgr Mgiwr aaii nd lo»ar taimaaa. Tia cseaivra 
■an ttfaBwRr .uhiiiaBM b nwaa pradicaai pwaBaiara 
pwmm wssrwKE 

Mi aiaiic a Mtfng R2.9 iniito (pravieaa ouanar - RE.J aMani lor aw ovnoa al aMra.wjs our 
^Rv44 Pw n* Sm AaVig aw qvMBi. wannng COMB an raNactod nai or Bia anaiwwa 
COmu. BtoBPWVW g 

Tton an eannaaMto to capaai avandKaa wncuaMg to RSS 000. 

Fa- ato er aaUT o' na Sard. 

Harmony Gold Mining Company 
Limited 

wagito Mto i No. oaosasacB 
•SUED CAPruL; R1S 442a n as siaaao suRES 

OPEIWTWC RBSUm 
UOdi j^ iaid efanttona 

CaH antojEad'" to ' — . 

TtoO-oR...-. 

Rawanua-RAg ' — 

Ttotong Ooaai.'pfBlii - PiKg 

ito .atoa-RRirtBaa 

Ceal - Rn mllad 

wtotoBfl pBaatoam - HR Miia " ; — 


Qaartarenaae 


3i-as-iais 


1BS700g 

BIOS 


TIIMSgS 


asi 2 D 

S4SH 

I1S30) 

112.18 

11S.23 

(4.17) 


TtotfenwMSBarauwa of Praia 

Uat aOar tonaon ana Saara MB ol pr« . 


loa 

2.IS 

33120 

t2Bt 

23SS9 

71« 

3Dft1 

01.21 

ITBMS 

iaaau 

flTSl) 

13DB 

l««l 

~ (4^ 

(BOSS) 


I 4BB000 
S30S 
347 
XSK 
ai BBS 
B7B 
11623 
liSJl. 
£.42 

noQO 

144 • 

I.TB 

32S38 ' 
t2CB3 
3S452 . 
S7.14 
2132 
39JB 

177 SB5 
170 T54 
6S3I 
1672 

asu 


Cnaananl 

SSaTadl 


ssos 

SI2RI 


TBaatoaM iiaiMaaa in anaunwir to toma al jrada ana tons nova m aaan aaniavad. wmen 
ewtoOMBialo rifaftintoataatoeaatnauEaBtoBieailBrtBaouaiiieftaawaBmBaMTMi 

RVVQ MB WWB pMl B DM10 mdVWVa 


fo**y* n^n3 l" g »i"3 4»araai*WBto r i aaa B to to P a c 4raaa f lBS8a«BiiGBvanBii4ni 

fllWt MQPBjb 

Riaat at rtun to Oalng waliiwaa to Bra Far Eail vaiVcai i 

fatoVtoia 


. »WA eoald altao nadiRaen Sn lao 


Matonaa tototong m « 
M U atoii i tomtoaSto 

to hM aaan naaaab a« al M 


(pniriaiia qnrar - R1.T totoeto to iia aunotog al caanaoua • 

IVtoqinto. 


MMm ASSKTANCE 

*—| — irnnftonnfarafiratfTTmrrim'arinWRjiaaaiijfii 

- toawW Byiiaa)totoaBiti to* l— ratoBtoauBtotoglBaw 

z to— ■ P* "men lean to raUtoa Manat maa. utotaa b eenaal m aia Ooaanwtotl aam 
Cn yw an4ayaaBtonbTatoaia)Drtoanliciaantoaaaa»a.dato.ttoto4aWnBBaatoaae 

- raAaaartig 1968 itototon aniMtato tot eeragany. 
nw raiptoiN If emflS^ unBir nMtto. 

G toraiw>a'iti>aafttoaBBtoianft*Fai ii iiiin f itoB6aliaa Bi MiMHBnnBygHWid. 

CAFTTAL EXFOSmiHC 

Tlwa «a MtoBtotott tor eapRal anandSun annundng to ms aMBBLTlw aaMHUd MW caoaai 
i ng in ^ toatoBia' ato at ' iaff atBto watoOwaawijawHMtoatoi. 

P« and on beiwi al M board. 

vaa_aieM J. P 8. TUBlgB, Chalfiaw 

K.F.W.EICX.KWatE)BaraeBr 


M w a ito ivatoad- 

OaMandvcaa-iia 

vtoM-gn I! 

RawBto - Rta .. ._ 

Caar-Witg.- 

iforttoganB-IWg ' ""T"' 

Ptowwa-maatoad ~ 

Ceto-lUbawad — 

WtotoigiiraM-fViiraaiad .... 

fwuc wl RESULTS oweatoi 

•MBnyD 

ccat ; 

Wto'to'gpoaai'too** 

SioWy mwiM - na . _ "* " — , 

(Ln*i|toraiKbiitaraiaadM>M5uwtoMto«afton« 

Taiwan and Stau-Btotoa III mil 

ftjaanmi aPar WiaBan and Stola-i anan m 

Cwal iiBeeupm u 'to toaii to ajai aa - ,^1 

opou-noiis _ 

in peoMcBon p ti am te i. *"• Ig 

gjgpAi ex wMsn ws 

TataMiaM ^.■?M"*A*‘>0>3toBe«id. 

. .iP^TUWlEH.CtoHI9tn 
•L F W EIOC, Uanam tovtoto 


Notes 

EEPBfDmiRE 

.. Mtog ratonm to am 

uo LPHEn niwa 

». «nrta> (aim «, G«n.nua n t 

OSMEIUL 

■ 

W APBBetoto, 10 Bit 


** y? 4to»B 

mAptI 1903 


imiEs MHHs 4 

Samwa f 

OarT.lLSawga 


Unltod Ktogda* Meratort44 


itCtortarttowaSaaai 

LandansemgOP 











I 










financial times MONDAY 


13 






APRIL 26 1993 




S 

4 ■ ■ ■ flai.. 


•'■'17; ;% 


5^ . i N 


ft 


reports ] 
i 31 March 1993 ^ 

o::; Iv!; :;-. Limited 


A Modernist of 
east and west 

Goto Amery on the work of Fumihiko 
Maki, winner of the Pritzker Prize 

H -N^ ?« the ^ and nx>t In each buildini 

he searches for a way to make transpa 
flSf- ^ opaeliy e:dst i 


ARTS 


H e has been described as a 
“New Modernist": he is 
famous for his loud and fre- 
quent lau^ter; his architec- 
ture Is Uou^t by some to be in the 
re^ rf transcendental materialism; 
and today he joins the small band of 
architects to win the Pritzker Prize 
Fu mihiko Maid is an architect who is 
often seen as bridging the cultures of 
east and west because he was bom in 
Japan in 1928 and from 1963 has spmit a 
large part of his career in the US. 

This coveted prize is often itecribed 
as the Nobel prize for architecture. It 
was the brainchild of Jay A. Pritzker, 
the president of the Hyatt Foundation, 
and it has been presented annually 
since 1979. It is generous - $100,000 - 
and the presentation ceremonies have 
been held at important architectoral 
locations all over the world. The jury is 
international but inevitably there is a 
strong transatlantic flavour to the 
award. 'Hie list of laureates is interest- 
ing; Philip Johnson: Luis Barragan; 
J«unes Stiri^ Kevin Roche; LM. Pei: 
Richard Abler Hans HoDem; Gottfried 
Boehm: Kenzo Tange: Gordon Bunshaft 
with Oscar Neimeyer; Frank Gehry; 
Aldo Rossi; Robert Venturi; and Aal- 
varo Siza. Seven of the winners have 
been American and many more are 
prominent in the academic world of 
architecture which has a strong iganiTig 
towards the American schools. 

There is, 1 think, a feeling that the 
award should mark the whole career of 
the architect and so it is inevitable that 
it shoold have a certain predeliction for 
the masters of the modem movement 
and their immediate heirs. This year 
the jury states its view of Main very 
cleariy: “He is a modernist who has 
fused the best both eastern and west- 
ern cultures to create an azt^tecture 
representing the old qualities of his 
native country while at the «amp tm>p 
juxtaposing contemporary construction 
methods and materials . . . Haki 
expressed his constant concern for the 
*parts' and the ‘whole’ describing one of 
his goals as achieving a dynamic equi- 
librium that includes sometimes con- 
flicting masses, volumes and matpriaia 
He uses in a masterful way mak- 
ing It as tangle a part of his design as 


are the walls and root In each buildiag 
he searches for a way to makp transpar- 
ency, translucency and opacity in 
total harmony. He uses precis detail- 
mg to give his structures rhy thm and 
scale." 

itaki’s buildings are not as well 
known in Europe as they are on the 
American/Japanese architectural p»iw 
His major works are all in Japan, 
although he is now desi gnin g major 
office buildings in Munich and has a 
number of commissions in the US. Be 
is, curiously, very Camous for not win- 
ning the competition for the major new 
Getty museum in Los Angeles; hfe 
entry was much favoured by many 
members of that jury. An important 
visual arts centre project hy MaM is 
currently under constructicm, which is 
literally on top of the Mosoone Conven- 
tion C^tre in the Yerba R»ipna Qai> 
dens in San Fhmcisco. 

As a student Main vras much influ- 
enced by the Bauhaus and after stndy- 
ing at the Harvard School Des^ he 
worked for Skidmore, Owings nwi m«*t- 
rfll in New York. I^en he return^ to 
Japan in 1965 he became a founding 
member of a group that called themr 
selves “1^ Metabolists" . Tliey had a 
terrifying philosophy of creating the 
largest possible megastructures as the 
solution to urban architectural prob- 
lems. Their ideas embraced technology 
and vastness of scale as natural bedfel- 
lows and sometimes the results were 
built in Japan. Hie great Harumi apart- 
ment block designed by Eunio Mae- 
kawa is one of largest cmicrete finmed 
blocks (tf flats, and it was admired by 
the Metabolists for the way it fitted 
hundreds of little traditional Japanese 
houses into a Coituslan block. Eiku- 
take’s Sea City and Tange's plan for a 
m^astructure for the whole Tokyo 
Bay were the most p«iniiriP examples. 
Many of the Metabolist's ideas were 

tailrpn up by gTOUpS Ar rlii g rafn 

in Fwgianri or Faolo Soleri’s collectives 
in Arizona. Tbday it all has a sad period 
feel and Metabblfem is ri^tly seen as a 
dire exampfe of a modem ai^tectural 

Maki clearly recovered from this 
mnnwnt o£ mflrinpKB and in hiS femoUS 
HlTlaidp Temtce apartments in Tc^o 


London Sinfonietta 

Viennese alternatives 


„ r'-iT-npasy 


Several hundred more people were 
needed to fill the Queen EUzabeth HaD. 
for Saturday's “Alternative Vienna" 
concert, by the London Sinfonietta. 
Nearly ail of them would have been 
entranced and even moved by the final 
work, H.R. Gruber’s hugely disarming 
Cello Ccmcerto (1980). Most would have 
responded to Kurt Scbwertsik*s mock- 
si^^)le music too, as also to Gruber’s 
edgily tonal, sweet-tempered revue 
movement 7^ Red COTpei is being 
(1968). They should have been 
there. Thm are four more concerts to 
come, this week and next 

Only a pair of Intermezzi from tiie 
music-theatre Medea of a younger Vten- 
ne.o e composer. Christian Ofenbauer, let 
the side dowiL nadaism without verve, 
pomtiUisme with no guiding line to join 
the dots - and unconscionably long: in 
that dim context, Ofenbauer’s mildly 
oiuri inatrumanta? effects had no point 
to make. 

SOodd years ago, Ravel used thrw 
DOD-synchronised metronomes in his 
L'Heure e^Mjgnole prelude; they must 
come toother periodically, but never 
quite in synch with the tender orches- 
K tral music - a metaphor fm* that whole 
^ little (^la. Ofenbauer multiplied the 
trick intenniiiably, bis protracted 
coda for metruomes alone, one af^ 
another being switdied off, was pain- 
fully predictable. 

Everything else was far better. 


Schwertsik’s song-cycle Shal-i-ntar after 
H.C. Artmann’s "Persian Quatrains", 
sung freshly and e£«erly by the bari- 
tone Peter Savi^, recalls the old 
romantic ache of the young Beig in a 
temperate new language. Ifis octet Turi^ 
light Music, plainer still cm the surface, 
makes charming play with ancient 
Celtic jigs, in which N(ma lady’s fiddle 
struck an the rl^t notes. (Schwertsik 
himself was present, and imsuipris- 
inedy be tnms out to be a kind of k^ne- 
chaan.) 

Graber’s 20-minute CeOo Concerto is 
a tour de fiuxe and a kind of master- 
piece. *niese game musidans gave its 
Tiondon prbmfere two and a half years 
ago. Chitetopfaer van Kampen deKvered 
the fiendish sofo p^ wiffi even more 
generous warmth than before, and 
Lothar Zi^rosek drew enchanting 
sounds from Gruber's magiBui uttie 
ensemble, in which everything 
gleams 

The vibes, and the falling phrase 
(with a tum-up at the end) that haunts 
the score, surest an hommage to 
Berg's Luliu might that have been 
intentional? The phrase itself also 
recalls the znasteT'tune of Sxymanow^ 
ki's First Violin Concerto butlsuppose 
that must be an accident If it is, it’s a 
bappy one. 

David Murray 





Fqjisawa Mnncipal Gymnasinm, Japan (1984) 


he demonstrates successfully the vii> 
fries of small-scale town planning i saw 
recently his Tokyo Metropolitan Gym- 
narium, which is a giant of a buildiiig 
but has a strange, anthropomorphic 
presence that is very powerful His Spi- 
ral Building, which is part of the 
Wacoal Arts (fentre in Toloro, has an 
el^ance and an invisible mastery of 
technology that is masterfiiL I particu- 
larly eqjoyed the ganus he plays with 
the langu^ of modernism in the Tepia 
.qnianna Centre in Tbkyo frill of refeu^ 
to De Stijl and reinterpretations M tite 
dead language of cubism. 

The greatest influence on Maid is 
probably the late work M Eero Saari^n 
in the US. Both architects have the 
same fascination vrith new shapes and a 


certain clarity combined with innova- 
tion when it comes to structure. 

(^temporary Japanese architecture 
is not specifically eastern or western 
and I feel it is wrong to think of archi- 
tects like Maki as impntant cultural 
"bridges". Architecture in Japan is 
undoubtedly contemporary but in a 
more timeless way than fashionable 
contemporary western architecture. 
Maki does for ardiitecture what Japa- 
nese manufecturing has done for cars 
and electronics. He makes technology 
and stnichire work for the user, and so 
his architecture remains cool and often 
eli^ant as a setting for modern life. His 
best buildings l^ve a quality of stabil- 
ity that is rare and rewarding in 
modem architecture. 


Singing competition 

Kathleen 
Ferrier Awards 


The prize money at the Kathleen 
Ferrier Awards Im grae up i^ain this 
year. No doubt there is good reason in 
trying to keep the comp^tion Itself in 
first place ab^ of its rivals - but the 
result is not necessarily as intended. 

A five-fig^ first i»l2e does not Just 
bring in high-quality students. It is 
enough to lure young professional sing- 
ers, who could not earn as much in a 
couple of evenings otherwise. The 
result was a selection of finati^ more 
experienced than in previous years, 
who fitted in the competition before 
flying off to engagements at San Fran- 
cisco Cff La Scala, Ifilan fl jest not > the 
biographies of the ei^t touched that 
lev^. 

The main culprit is the nardHf Singer 
of tire World onnpetition, which has 
latched its si^ts at the international 
level luiii^ away the public’s attention 
and a lot of the available finan ce. Other 
compet i tions have either closed down 
or b^n friFced to raise thor game. A 
gap has opeoeA up, leaving the youi%, 
unfinished singer of 23 or 24 who really 
needs the money without much chance 
of winning a major award. 

Against that background the jury of 
this year’s Fmrier Awards (chaired by 
Janet Baker) did a good job. The first 


prize went to Ruby Fhilogene, who was 
a finalist last year, but re-ajppeared at 
the Wigmore Hall on Friday much 
advanced. Her richly-coloured mezzo 
was better focused; her artistry was 
more mature, filling out the long lines 
of her aria from Massenet's Werther 
with skill and heartfelt emotion. 
She was the right choice - by a 
whisko'. 

Second prize was taken by the mezzo 
Sara Fulg^ already noted as a major 
talent at the Royal Northern CoD^ of 
Musia llie size and range of her voice 
are remarkable. Had she sung her two 
songs at the final with a bit mme vari- 
ety of colour, she mi^t have won. Ruth 
a contralto generous in tone, less 
forthcoming with words, came third, 
lliat left no prlte for the baritone Peter 
Rnip p, who had fraknn command of the 
stage with unabashed professionah'sm. 

In contrast, the soprano Eldrydd 
Cynan-Jones and tenor Toby Spence , 
gave notice of genuine promise, deserv- . 
ing of recognition. There was no accom- ' 
panists’ prize this year (has it been 
dropped?) but with one or two excep- 
Kftww the standard in that departme^ 
was poor, as the jury r^tty noted. 

Richard Fairman 


Shakespeare in London 

Die lustigen Weiber 
von Windsor 


Sam Wanamaker’s grand 
design of a faithfully recon- 
structed Globe Theatre close to 
the original site took another 
st^ forward at the weekend 
wi& a production Die fusif- 
gen WeSxr oon Windsor by the 
Bremer Shakespeare Comity. 

Hie weather on Friday was 
not kind, but not quite cruel 
enou^ to 3>revmit the show 
gfttfig through to tha end. If 
sun had shone, the superla- 
tives in this piece would be 
even stronger. For I do not 
share the general British scep- 
ticism that Wanamaker is pur- 
suing a heroic endeavour 
dooi^ not to come off. He has 
been at it now for over 20 years 
and the arguments for what he 
is trying to achieve become 
stronger with tiiue. 

In the first place, the interna- 
tional audience for Shake- 
speare is greater than the Brit- 
ish. Hiere are imitaHtm Globe 
I Theatres strewn around the 
woiid, though none with the 
advaitir^ that could accrue to 
one set in the heart of Shake- 
speare's London. 

The site is on the south bank 
of the Thames more or less 
midway between the Royal 
National Hie^re on the same 
side (tf the river and the Royal 
Shakespeare Company’s Barbi- 
can home not fer across the 
waterway. All three sites are 
just about within walkmg dis- 
tance of each other, and would 
be even more comfortably so if 
Wanamaker’s farther droEun of 
a pedestrian bridge across the 
river were realised. 

The concentration of three 
theatres in broadly the same 
area would add to the attrac- 
tion, eqiedally to forMgn via- 


tors. Both the RNT and the 
RSC stand to benefit from the 
Globe goii^ ahead. 

I ai«f> think that Shakespeare 
is very good in German, as the 
Bremer production, brou^t to 
us in association with the 
Goethe-Instttut, showed. As we 
have already seen from the 
Schiller Theater’s interpreta- 
tion of Macteth, the Germans 
take a less deferential 
approach to Shakespeare than 
some of our own directors. 
That does not mean that they 
are always ri^t, but it does 
help to demonstrate the Bard's 
infinite variety. 

Die lustigen Weiber (or in 
other words The Merry Wives 
of Windsor^ is a perfect exam- 
ple. Some of the langnaga and 
contemporary allusions are 
hard enough to understand in 
RngHifh But it is a marvellous 
comedy des^ned to take liber- 
ties with, which perhaps 
explains why it has been the 
bare for several operas. 

The Bremer production 
looked as if it had added com- 
ponents especially for London. 
Characters carry their bits and 
pieces In Harrods bags. A 
search for a marriage partner 
is pursued by con^ting the 
(obviously newly introduced) 
agony tTnimnn in the Evenii^ 
Standard. When things go 
wroi^, as in Friday's cona- 
tions finquenOy they did, the 
characters address the audi- 
ence in English. 

There is a cast of only five - 
true to the Shakespeare tradi- 
tion. all men. One of the reve- 
lations is that it is the arms 
rather than the 1^ that tell 
the men firom the women. Erik 
Rossbander is a spimidid Anne 


Page, almost better when just 
gesturing than when speaking. 

The triumph is Noibert Ren- 
trup's Falstaff. The Germans 
do there thin^ on the grand 
scale. No padtUng is required - 
we know this because for 
much of the time he wears a 
see-through nightshirt: he is 
just enormous, bigger even 
than Helmut Kohl, and 
remarkably good oatured to 
boot. Note his entrance, drip- 
ping wet, after the interval, 
having just been thrown in the 
river, which in this care is con- 
veniently nearby. Whether you 
understand German becomes 
immateriaL 

* 

The Bremer company speci- 
alises in Shakespeare and has 
done 17 productions since it 
was founded 10 years ago. Pos- 
sibly The Merry Wives, which 
is largely in prose, is a natural 
for a British audience. One 
wonders what it would do with 
As You Like It, the RSC’s pro- 
duction having arrived at the 
Barbican from Stratford. 

David Thacker's direction is 
notably austere, almost to the 
point of removing the comedy. 
But there is is one wonderful 
performance by Kate Buffery 
as Rosalind, the heroine who 
dresses as a boy in pursuit of 
her love. At times she com- 
mands the entire, almost bare 
stage, and could equally well 
be the hero. Every Shake- 
speare production is different 
That is why we can take more. 
The Globe Theatre could 
become a permanent fixture in 
a year, given another £2m. 

Malcolm Rutherford 


The Who's Tommy 


Broadway careened into the 
video age last week with the 
opening of The Wto’s 7bm^, 
a spectacular new music^ 
theatre version of the classic 
1969 rock opera that is as 
addictively watchable - and as 
trouhlingly meanin^ess - as 
MTV music television. 

Former Who member Pete 
Townshend. who wrote the 
music and lyrics, and director 
Des McInufX, have bolstered 
the narrative for this version 
which is playing at the St 
James Hieatre. but the story's 
basic outline remains the same 
as the original 

A young British bc^ sees bis 
fathOT shrot his mother's lover 
and turns catatonic when his 
parents force him to suppress 
the experience. The "deaf, 
dumb and hHnd kid" IS Sub- 
jected to myriad unsuccessful 
cures, sexually abused by his 
uncle and harassed by his 
streetkid cousiiL As a teenager. 
Tommy becomes a "pinball 
wizard" and is declared a 
genius. He snaps out of his 
rtage when his m o th e r amashaa 
the mirror into which be con- 
stantly gtflrp s. This miraculous 
recovery makes hfan a media 
superstar, but he eventually 
rejects the adulation as mean- 
ingless. 

The musical represents Tom- 
my's estrangement from his 
environment by haying Mich- 
ael Cerveris, the rich-voiced 
and otherworldly-looking actor 
who plays the full-grown 
Tonuny, appear on stage to 
voice tile inner experience of 
himself at ages four and ten, 
played by two younger actors, 
befiore he takes over the action 


midway throu^ the first act 
It is characteristic of McInufTs 
high octane direction that 
Tonuny can fly. He bounds ten 
feet in the air to land on top of 
the mirrored wardrobe in 
which his younger self stares, 
and somersaults from the top 
of the proscenium to the mid- 
dle of the stage (all supported 
by .discreetly efficjent wires). 

tommy's excellent staging is 
at its best in the overture, an 
expositional masterwork 
which, through Wayne C^en- 
to’s exuberant cborec^raphy, 
state of the art technol^ and 
stagecraft, tefis a story that it 
wo^ take pages of di^ogue to 
communicate. It is fified with 
visual shorthand as when imi- 
fbtmed actors enact an air lift 
by jumping through an unseen 
hole in the stage floor as hun- 
dreds of tiny paratrooper 
images appear on a screen cov- 
ering the fitint of the stage. 

John Amone’s spare ret con- 
sists of a series of girders 
which fisme the proscenium, 
and a few set pieces represent- 
ing internal location. Crucial 
to the production's visual 
effect is a multl-pendled wall 
of video screens filling the 
back wall of the stage. The 
screens flash images which 
provide setti^ and comment 
on the actioi^ representing 
Tommy’s experience. 

Diehard Who fans will proba- 
bly find it jarring to hear the 
beloved rock'n'roll hymns of 
thMr adolescence played by a 
fun orchestra and sung by 37 
trained voices, but the score 
remains as vital as ever. 

Tanmy brnnhards the audi- 
ence with so much aural and 


visual stimulation that there is 
little Hme to wonder what it all 
means. It is a story that proba- 
bly made much more sense in 
the marijuana cloud of the late 
1960s. Broadly, it is concerned 
with the difficulty of leading 
an emotionally complete life in 
an uncompassionate, abusive 
society in which resdity and 
relativity are distorted by the 
media. These are themes that 
have increased in relevance in 
the several decades since 
Tommy was written, but the 
production seems less inter- 
ested in investigating these 
troubling ideas than in gloss- 
ing over them. 

Anything menacing about 
the story is played down; pains 
are taken in casting and direc- 
tion to make the characters 
whose actions might seem rep- 
rehensible appear sympathetic. 
Uncle Ernie (Paul Kandell) is 
an alcoholic who cannot con- 
trol his impulses; Tommy's 
parents (Jonathan Dokuchitz 
and Marcia Mitzman) are a 
good-looking middle-class cou- 
ple; the murder and subse- 
qnent denial which set the 
^ly in motion are made out 
to be an understandable crime 
of passion, soon forgotten. 

Clearly the forces behind 
this production were more 
excited by Tonrn^^ music and 
its visuai possibilities than its 
message. They chose to dress 
up the story in the trappings of 
a Broadway musical - and 
what trappings they are! - but, 
althou^ it feels great at the 
time, eventually, ffiere is noth- 
ing there. 

Karen Flicker 


International 


BERLIN 

OPERA/DANCE 
Deutsche Oper The main event 
this week is the first night on 
Saturday of Gdtz Friedrich's new 
production of Die Meistwsinger von 
NQrrtt>erg , conducted by Rafael 
FrQhbeck de Burgos and designed 
by Peter Sykora, with Wolfgang 
Brendel as Sa^ts, Jan-Hendrik 
Rootering as Pog^, Eike Wllm 
Schulte as Bedonesser, G6sta 
Wnfoergh as Walther and Eva 
Johanreon as Eva (repeated May 
5, 9, 16, 2Q). Tonight Homage to 
Sinatra >A4th Barry McDaniel. 
Tomorrow: Ferruccio Furlanelto stxig 
recital. Thursc Rigoletto. Fri: Valery 
Panov's production of Prokofiev’s 
. ballet Cinderella. Sun: Madame 
^'Butterfly with Helen Field (341 0249) 
Staats^MT untBT den Linden 
Tonight Margaret Price song reraL 
Tomonow; ble Zauberflfrte . Wed 
and r«xt Mon: Der fOeg^Kle 
Hollander. Thurs: La traviata. Fri: 
Swan Lake. Sat Tosca ^00 4762) 
CONCERTS 

PhBhannonle Tonight (3ien Miller 
Orchestra. Ton^ht 


(Kammermusiksaaj): Hagen Quartet 
plays Haydn, UgeU and Schumann. 
Wed: Brandis.Quartot plays Mozart. 
Schubert and Shostakovich. Thus: 
Radu Lupu piano rsdtal (2548 823^ 
Schauspieihaus Tomorrow; Ashiya 

Syrnphony OiohestiB plays worics 
by L^zt, Akutagawa and 
TchaUcovsky. Fri: Rafael FrQhbeck 
de Burgos conduete Berlin Radio 
Orchestra and Chorus in Mahler’s 
Third SympIXMiy (2090 2156} 
THEATRE 

• Theatertreffen, Berlin's winual 
German-language theatre festival, 

opens on Sat and runs tfll May 20. 
The Bne-up of 12 plays includes 
two Shakespeare productions 
directed by Leender Haussmarm: 

A Midsummer Night's Dream from 
the Weimar Nattonattheater, and 
Romeo and Juliet from the 
Staatsschauspiel in Munich. 
SchttJspiei Borm w!B be r^iresented 
by BOchnefs Woyzeck end 
Schauspiel Bochum by Sophocles' 
Oftf^piig There wiB afre be revivals 
of Thomas Lar^jhoff’s acclaimed 
staging of H ofi Trarmsthal's The 
Tower and the controversial Bwtlner 
Ensemble production of Wessis 
in Weimar. Half Hoehhuth’s play 
about the tensions of German 
unification (882 6563) 

• A new production of Ionesco's 
tragic farce The Ch^ opens on 
Wed at Maxim Gorid Theater, where 
the repertory also includes Peter 
Shaffer's Amadeus, Caiyl Churchill’s 
Top Girls and Edward Bond’s 
Summer (208 2783) 

• Sag iTMT wo efie Blumen sind, 
a new musical based on the Bfe 
of Marlene Dietrich, runs daily 
except Mon at Theater am 
KurfOrstendamm (300 6000) 


■ NEW YORK 

THEATRE 

• Angels tn America: Tony 
Kushner's drama is about a gay 
couple, a Mormon couple and a 
McCarthyite lawyo'. as they contend 
with <?***» Ml, poBtical and religious 
irrrntnn Directed by George Wolfe. 

In previews, opens on Thurs (Walter 
Kerr Theatre, 219 West 48th St, 

239 6200) 

• The Sisters Rosensweig; Wendy 
Wassersteln’s latest play, a comedy 
with serious Lmdwtones. about the 
reunion in London of three American 
Jewish sisters (Ethel Baiymore 
Theatre, 243 West 47th St. 239 
6200) 

• Oieanna: David Mamet's brief, 
powerful drama about sexual 
hwassment prriitica! correctness 
and other issues which touch a 
nerve with ideologues prpheum 
Thestre, 126 Second Avenue 
between 7th arxl 8th Streets, 307 
4100) 

• Jelly's Last Jam: Gregory Hines 
Is the consummate leading man 

in a rmjsical based on the life and 
times of JeBy Roll Morton, 
s^-f)roclaimed Inventor of jazz 
(N^nia Theater, 245 West S2nd 
St, 239 6200) 

• Putting It Together American 
preniiere of a collection of Stephen 
Sondheim's muric, staning Julie 
Andrews. Till May 23 (City Centw, 
131 West 55th St, 581 1212) 

• Bom to Rumba: a musical about 
sex, stn, saertfiee and 
self-deoapfion, set in a pre-Castro 
Havana nl^ club (Duo Theater, 

62 East 4th St between Second 
Avenue and Bowery, 598 4320) 

OPERA/DANCE 

Stale Theater New York City 


Ballet's 1991 production of Sleeping 
Beauty can be seen dsdiy from 
tomorrow till Sun, with exba matinee 
perform an ces on Sat and Sun. An 
eight-week Balanchine celebration 
b^ns with a gala performance 
next Tues (870 5570) 
dhr C«iter Trisha Brown Company 
opens a two-week season tomorrow 
(581 121^ 

Metrc^MiHan Opera The fln^ week 
of the season is given over to a 
Ring cycle: Das Rheingoid tonight, 
Die WalkOre tomomow, Siegfried 
on Thurs aixi GOtterdammerung 
on Sat There are also performaices 
of La traviata on Wed and Sat 
afternoon. American B^let Theatre 
opens its annual season next Mon 
(362 600(1) 

CONCERTS 

Came^ HaD Tonight: Dmitri 
Hvorostovsky song recital. Fri: Seip 
Ozawa conducts Boston Symphony 
Orchestra In Bernstein’s Second 
Symphony and Dooth oven’s Seventh 
(247 7800) 

Avery Rsher HaD Tomorrow: 
Leorwrd Slatidn conducts New York 
Philharmonic Orchestra in works 
by Haydn, Copland, Ravel and 
Ramey. Wed: SlaUdn conducts 
JuUfard Orchestra in works by 
Vaughan Williams, Corigiiano and 
Sfravlnsl^. Thurs, Fri afternoon: 
Slatkin conducts NYPO in Elgar, 
BarMc and Street, with violin soldst 
nnchas Zukerman. Fri everting: 
Jean-Phlltppe Oollard is piano 
solotst with American Symphony 
Or ch e s tra ^75 503()) 

Alice Tulty HaB Wed and Fri: Andrd 
Previn takes part in chamber music 
ctMicerts featuring works by Brahms, 
Beethoven others (721 6500) 


■ PARIS 

OPERA/DANCE 

C hfl telet Tonight, Wed, Fri: Charles 
Dutoit conducts Stdpharte 
Braunschweig's new produetkm 
of Batok’s Bluebead, with (2saba 
/Vrizer and Eva Marton (4028 284(1) 
Op4ra BastBle Tonight final 
performance of Robert Carsen’e 
production of Manon Lescaut, with 
Miriam Gaud artd Vasile 
Moldoveana Tomorrow; Bob 
Wilson's produefion of Die 
ZauberdOte, with David Rerxiell and 
Cynthia Hayrran. May 5; revival 
of Andrey Konchalovsky’s 
production of Queen of Spades 
(4473 1300) 

ChMeau de VersaUes Tomorrow; 
Sigiswald Kuijken conducts Chorus 
ard Orchestra of La Cfnpelle Royaie 
tn a concert perfomeuiee of 
Raman's Lre Surprises de I’Amour 
(3902 300Q) 

Palais Grenier Wed: first n'lght of 
Op^ Ballet’s Balanchine tribute, 
nrarldng the tenth anniversary of 
his death. The programme consists 
of Concerto Barocco padi, 1951), 
Tzigane (Ravd, 197^, The Prodigal 
Son (Prokofiev, 1929) and The Four 
Temperament s ftlindemith, 1948). 
Daily except Sat and Sun till May 
5. A programrrre of bdlets by Rdarxi 
Petit opens for rurre performances 
on May 12 (4742 5371) 

Berey Vittorio Rossi's stadium 
production of Aida opens next Tues 
arxi runs daily except Mon till May 
19, with mult^e c as t s focIucBng 
Wilhelmina Fernandez, (Safina 
Kalinina, Carlo (^oesutta and Alain 
Fondary (4002 6060) 

(XmCERTS 

Salle Pleyel Tonight: Marek 
Janowski conducts Orchestra and 


Chorus of Frendi Radio in first Paris 
performance of Strauss' Die 
Aegyptfsche Helena, with Anna 
Tomowa-Sintow, Inga Nielsen, Anne 
Gjevang and Siegmund Nimsgem. 
Wed and Thurs: James Cfonlon 
conducts Orchestra de Paris in 
works by Brittrei, Shostakovid), 

Ibert and Roussel, with piano soloist 
Elerra Bashkirova. (4563 0796) 
ChSleleC AucStorfcni Tonight Louis 
Langrto conducts Ensenfole 
Orchestral de Paris in works by 
Roussel, Berio, WeBI and Britten. 
Wed arxi Fri at 12.45: Britten 
Quartet plays works by Ravel, 
Beethoven, Schubert and 
\filla-Lob 08 . Wed everung: radtal 
for cello and friano by Lynn Harrell 
and &istina Ortiz (4028 284(9. Sun 
morning at Thdfitre des 
Champs-Elys6es : Matt Hdmovitz 
celio recital (4720 3637) 
JATr/OARABET 
New York siriger J.J. Victoria Is In 
residerree at Uond Hampton Jazz 
Club till May 5. Daily except Sun, 
music from 22.30 (Hotel Meridlen 
Peris Etoile, 61 Boulevard Gouvion 
St Cyr, tei 4068 3042) 

THEATRE 

• L'Homme qui; Pater Brook's 
latest th ca t ro piece, based on Oliver 
Sacks' book The man who thought 
Ns wife was a haL Daily except 
Sun arxi Mon (Bouffes du Nord 
4607 3450) 

• John (aabriel Borkman: Luc 
Borxiy*s staging of the Ibsen play. 
Daily except M«i tiD May 12 
(Theatre national de I'Odten 4441 
3636) 

• La Faiseur Jean-Paul 
Roussillon's new Balzac staging 
^om6die Frangaise 4015 0015) 

• A 24-hour recorded guide to 
Paris events is on 4720 8898 


European Cable and 
Satel^ Business TV 

(All times are Central Euro- 
pean Time) 

MONDAY TO THURSDAY 
Super Channel: European 
Business Today 0730; 2230 
Monday S up e r Channel: 
West of Moscow 1230. 
Super Channel: Rnandal 
Times Reports 0630 
Wednesday Super Chan- 
nel: Financial Times 

Reports 2130 

Thursday Sky News: 
Financial Times Reports 
2030; 0130 

Friday Super Channel: 
European Business Today 
0730; 2230 

Sky News: Financial Times 
Reports 0530 

Saturday Sia>er Ctimnah 
Financial Times Reports 
0930 

Sky News: West of 

Moscow 1130: 2230 
Sunday Super Channel: 
West of Moscow 1830 
Si 4 >er Channel: Rnandal 
Times Reports 1900 
Sky News: West of 

Moscow 0230; 0530 
Sky News: Financial Times 
R^rts 1330; 2030 

Arts Guide 

Monday: Berlin, New York 
and Paris. 

Tuesday: Austria, Belgium, 
Netherlands, Switzerland, 
Chicago, Washington. 
Wednesday: France. Ger- 
many, Scandanavia. 
Thursday: Italy, Spain, 
Athens, London, Prague. 
Friday: Exhibitions Guide, 



financial 




Germany in need of 
new policy mix 


A t the City of London 
headquarters of the 
Monopolies and Merg- 
ers Commission, a 
handfol of e:cpe^ is bard at 
work Htcftnfeing iihg Qne of the 
most coB^cated Issues in UK 
c o mpetition policy - what to 
do about BrilUh Gas. 

The deliberations are being 
followed closely - not only by 
the monopoly gas suppli^. but 
by potential rivals in the 
industry and the rest of 
Brito's privatised utilities. 
The MMC re^ is expected to 
set a mariser for the {kvelop- 
ment q( competition in indus- 
tries privatised during the 
1980s and will determine in 
wUch areas, and to what 
extent, the gas maricet is 
opened to new entrants. 

The commission's discus- 
sions win focns OB an ambi- 
tious blu^nint tor a fully com- 
p^tlve gas market The plan, 
drawn up by Sir James McKin- 
non, dire^r-general of the 
ragulatoiy body Ofgas, calls for 
the division of the comity 
into 12 regional businesses, a 
separate gas-porchasi^ arm 
and a pipeline oompany. So 
complex are the issues that ttm 
cmmnission has postponed its 
report, due at the end of this 
month, unto the end of July. 

Sir James's are radieaL 
iOs plan is to break up the 
monopoly structure forc^ on 
the industry six years ago 
when British Gas was priva- 
tised as a sin^ entity. The 
company’s dominant position 
in the mark^ has obstructed 
the development of competi- 
tion, Sir James brieves. Itivals 
now supply about 30 per cent 
of industrial sales, but Sir 
James would like to see compe- 
tition extended beyond the 
industrial sector. 

Ofigas also wante competitors 
to move into the household 
supply market - wlwre British 
Gas holds a monopoly. This is 
the only way to offer consum- 
ers real choice and lower 
prices. Sir James claims. 

Ranged against him are Brit- 
ish Gas. many of the North Sea 
oil operators and the Gas Con- 
sumers Council, which repre- 
sents household customers. 
British Gas says prices will 
rise in a more open market 
Large industrial users fear 
they will lose their access to 
cheap supplies of gas - whkh 
are currently subsidised by 
household customers if more 
competition is introduced. 

British Gas desperately 
wants to retain its monopoly 
over household supply, it has 
proposed decentralising its 
own operations in an effort to 
fend off calls for a wholesale 
break-up. it has sugpsted to 
the c mtiTnisri nn that it split its 


I a Western Ger- 
many is in 
recession. Real 
gross domestic 
product is now 
expected to fall 
in 1993 by 
between 1.5 
an^ 2 percent* 
View age points: 
unemployment 
will rise; and a turning point 
may be reached only in the 
first half of 1994. provided 
expectations of a sustained eco- 
nomic recovery in the US and 
a rapid expansion of world 
trade materialise. The western 
German economy, to be sure, 
wilt not play the role of a loco- 
motive for the rest of European 
Community in the near future. 
The hope is that the recession 
does not become stronger than 
is now foreseen, otherwise 
eastern Germany would be 
adversely affected. 

To many, U appears that a 
quick recovery is impeded by 
the Bundesbank’s high Interest 
rates which have strangled the 
other EC economies and thus 
have hampered German 
exports. But the Bundesbank is 
not the problem; the real dlBi- 
culties lie elsewhere. 

The biggest problem is fiscal 
policy. The fiscal deficit has 
been rising signiflcantly since 
unification. In 1992. it 
amounted to 4 per cent oS GDP; 
if off-budget liabilities are 
included, the deficit was 7 per 
cent. Public financial transfers 
to eastern Germany (about 
DMISObn (S60.9bn) in 1992. 
equal to 5.5 per cent of west 
(jerman GDP) will remain high 
for years to come. Such finw- 
cial imbalances are not sus- 
tainable over the medium 
term. Hence, strict budget con- 
solidation, with a cumulative 
four-year cut to bring the 
structural deficit down to 2 per 
cent of GDP, is necessary. 

Whether or not the ’’solidar- 
ity pact" which political lead- 
ers agreed in mid-March puts 
fiscal policy back on a sound 
financial path remains to be 
seen. On the positive side, it is 
important that decisions on 
financial transfers to the east 
and the burden-sharing in the 
west have finally been taken. 
However, the chosen approach 
^ves cause for concern. 

Priority is being given to 
sharp tax increases rather than 
substantial spending cuts. 
Direct taxes, rather than the 


more investment-neutral indi- 
rect taxes, will be raised (with 
effect in 1995). The prqjected 
saving measures exclude social 
payments, whereas curbs on 
finanriai aids (which account 
for two-thirds of total subsi- 
dies) will remain relatively 
smaH. 

Moreover, public indebted- 
ness is going to increase fur- 
ther. as the borrowing limits of 
the Tfeuband and the German 
Bank for Reconstruction will 
be raised. AU this falls short of 
a sensible medium-term consol- 
idation pro gramm e. The gov- 
ernment expects the deficit to 
come down substantially, but 
this is based on quite optimis- 
tic assumptions on nominal 
GDP expansion in the next 
four years and on the ability of 
the public sector to limit the 
grov^ of expenditures. 

Wi^ regard to wage policy, 
things look relatively positive 
in western (vermany. Recent 
wage settlements Imve been 
moderate and in view of high 
unemployment rates wage 
moderation is likely to persist 

The Bundesbank 
is not the 
problem; the real 
difficulties lie 
elsewhere 

for a while. In eastern Ger- 
many, however, there is cause 
for concern. Trade unions 
insist on a rapid convergence 
of wages with western levels in 
spite of the great productivity 
gap still pre^^ing. A damag- 
ing strike in the metal and 
electrical sectors is possible 
next month. Fresh in\*estment 
may therefore be deterred. 

Monetary policy has been 
gradually eased since last 
autumn, with the latest cuts in 
Bundesbank interest rates 
made last Thursday. A further 
sharp reduction in key rates is 
not recommended. Inllation is 
still and after the exces- 
sive rise last year, annual 
growth in the money supply 
(M3) has not come down con- 
vincingly to the target range 
announced for 1993 (4.5 to 6.S 
per cent). If the Bundesbank 
n*ere to 0ve way to pressures 
at home and abroad and 
embark on an outright expan- 
sionary policy, it would put the 
credibility of its anti-inilation- 


ary policy at risk. 

It should also be recalled 
that expansionary monetary 
poliines have not proved to be 
particularly succ^sful in the 
past in overcoming recessions, 
above all when deep structural 
adjustments are necessary. A 
continued cautious easing of 
monetary policy would lead to 
a fiill normalisation of the 
yield curve later this year. 

Germany needs a two-track 
strat^y: consoUdatioa on the 
budget side and a medium- 
term supply-side policy to 
enable potential output to 
grow at a reasonable rate. This 
includes trade liberalisation, 
deregulation and privatisation, 
as well as reform of the tax 
system, to make it more condu- 
cive to private investment in 
the context of tugh interna- 
tional capital mobility. Ger- 
many alM needs to overhaul 
its social welfare system, to 
reduce costs and strei^hen 
economic incentives. 

There is little, if any, co-ordi- 
nation between these polides 
a^ short-term macroeconomic 
policies. Some measures are 
under way, but the govern- 
ment's preferred piecemeal 
actions are resisted by well- 
organised interest groups. The 
recent decision to prot^ via 
subsidisation, so-called "core 
industries” in eastern Ger- 
many is counter-productive 
and will be inefCectuaL 
The planned tax reductions, 
both on corporate pr^its and ' 
on earnings from doing bust- i 
ness, be combined with a 
narrowing of depreciation 
allowances. Such tax reform, if 
enacted, would therefore have 
only a minor impact on invest- 
ment. Moreover, income tax 
increases agreed as part of the 
solidarity pact will transform 
Germany into a truly high-tax- 
ation country. 

On trade policy, Germany 
still has to persuade her EC 
partners and the European 
Commission that the success- 
ful completion of the Urugu^ 
Round is critic^, especially in 
the short run, to restore busi- 
ness confidence about future 
economic developments. 

Juergen B Donges 

The author is professor of eco- 
nomics at Coiogne Unuiersity 
and a member of Bom k casncil 
of independent economic 
advisers 


Deborah Hargreaves examines the Mse for a 
radical restructuring of Bntish Gas 

Monopoly under 
the microscope 


business into five wholly 
owned subsidiaries covering 
sales of gas to the industrial 
market, household supply, 
pipelines, sales of 

and installatlnn and servicing. 
'HiG company hag also offered 
to dwhwnd its central purchas- 
ing arm as a way of diminish^ 
ing its buying power in the 
North Sea. 

British Gas receives some 
support from North Sea oil 
companies. Producers such as 
Shell point to the need for 
long-term supply contracts to 
assist the development of gas 
fields - these may not be avail- 
able without British Gas’s 
strong buying power. 

Shall argues that the current 
industry stmetme has served 
customers well in many 
respects. Consumer ^ups 
agree with Otis prognosis. Tbe 
Gas Consumers’ Council is 
sceptical about the benefits 
accruing to domestic consum- 
ers in a liberalised market 
The commissimi’s first chal- 
lenge is to wei^ these argu- 
ments and decide whether Brit- 
ish Gas’s moomwlistic power 
has worked against consumers' 
interests. If it concludes that 
the household supply market 
should be opened up to rivals, 
it must decide how 
could be done and. if neces- 
sary. suggest relevant struc- 
tural chanj^. But the commis- 
sion can only recommend 
action - the government does 
not have to follow its ad\ice. 

The government has indi- 
cated that it would look 
favourably on a gradual open- 
ing of the gas market. Last 
year. Mr Tim Eggar. energi* 
minister, said be would con- 
sider the introduction of com- 
petition in household supply in 
May this year. But the govern- 
ment's plans were thrown into 
disarray by the monopolies ref- 
erence last August. 

RK’al gas shippers are none- 
theless convinced that pres- 
sures for liberalising ^e mar- 
km will be (^cult to resist 
British Gas has about 25 mam 
competitors in the industrial 
market and almost all of them 
have told the commission they 
are keen to become involved in 
sales to households. 

Though they differ over how 
quickly and in what way the>* 


Biftisb Gas: awaiting a vardiet 


British Gas 
Pre-tax pro.'sts (Sbn) 


1.05^ 




1.05 ^ 




31.331 31.1231 - 31.l2S2k 


fatdependent sas nrnrkst 
fiaBion thenns pCTa«ita?4 

1300 



jBn1992 


Jliiase. Jan1B93 


gxiw.e«a«s 


should be given access to those 
customers, the competitors to 
British do agree that they 
could offer customers cost 
savings. Alliance Gas. a joint 
\*enture between British Petro- 
leum and Norway's StatoU and 
Norsk Hydro, reckons that 
households could save an aver- 
age £50 a v-ear or 10 pa cent of 
their gas bills If it were 
allowed to supply them. The 
company is basing its claims 
on evidmtee drawn from sales 
to the icdtistrial sector, where 
It currently supplies 6,000 sites. 

British Gas buys its gas at 
about 20p a therm and sells it 
to households at close to 50p a 
Cherny a suhsmntiai profit 
margin which competitors 
believe they could erode. But 
the mark-up is not pure profit, 
counters British Gas. Trans- 
portation costs must be added 
to the cost of the gas. and 
these a.re higher for some cus- 
tomers than othere. For this 
reason, the company sa>'s I2m 
of its iSm customers could end 
up pacing more in a liberalised 
market and ooly 6m wonld 
make a saving. 

British Gas beliei*es there 
would be a political outcry if 
cuscomere in those parts of the 
country which are the greatest 


distance Grom the gas termi- 
nals end up paying substan- 
tially higher costs than others. 

In a^timx, the company has 
argued that the flow of gas 
thm ngh its pipelines would be 
difficult to balance - ensuring 
that cushuners get enough gas 
on cold days - with no sin^ 
company to monitor supply 
and demand. 

This view is echoed by some 
industry exp^. ~If anything 
goes wrong in the system, 
there will be all sorts of 
recriminations, with shippers 
blamu^ the pipeline company 
and rice vosa. In the mean- 
time, the consumer is going 
without gas.” said Mr Jona- 
than Stern, an industry consul- 
tant with tbe Gas ^rat^es 
group. 

Competitor s say these draw- 
backs are not insnrmountable, 
sar^g they could provide 
finanrTai bo^ With the regu- 
lator so that the pipeline cmn- 
pai^ could draw on the money 
if rivals fail to meet their sup- 
ply obligations. “No one wor 
ries about the security of sup- 
ply of. say, milk,” said one 
ri\‘al. 

The Gas Consiuners* Coun- 
cil. however, says it is not con- 
vinced that competition would 


bring more benefits K> conf- 
ers than are currently avail- 
able from the heavily regulated 
monopoly- Mr James Coap^. 
JSJXn of the counoL is also 

doubtful about 

tive competition is m 

the household market. He 
believes it is not practical to 
have several companies coat 
neting for custonuirs m a smU 
Sa because of the huge in^ 
structure required to service 
those customers. 

l^rge industrial users an 
similarly sceptical about the 
benefits of increase comiwti. 
tion. They fear losing supplies 
of cheap gas in tlw so-c^. 
interruptible market. Iai«^ . 
ruptible users pay very low 
prices for their gas in reto 
for being cuf off during periods 
of peak demand - on the 
est days in winter - when their 
supply is redirected to hOT» 
holds. “We’re getting ready to 
fight very, very hard to pre- 
serve the interruptible 
ket,” said Mr Anthony Mitoh- 
ell-Hatris. who r^ire^ts large 
gaa uscTs In the Major Energy - 
Users Coun^ a lobby group. 

If competitors were to sunrly 
the interruptible customers - 
anri so far none do because 
prices are too low - those large 
users fear prices would rise. 
The rival suppliers would not 
have British Gas's economies 

scale or the same need to 
balance demand in the domes- 
tic maritot. In addition, if com- 
petitors were promising 
savings to domestic customets, 
they would not be able to sub- 
sidise industrial users. 

British Gas is tiyiag to altay 
such fears by su^esting the 
creation of a maricet in peak 
gas sales to cover supply in 
this sector of tbe maricet. Ini- 
tially. it says, competing aqi- 
pUere could bid for indostrial 
contraecs, with the sale going 
to the lowest bidder. Ei-ento- 
ally, a so-called spot market 
coi^d evolve, where gas is 
bou^t and sold like any other 
commodity. The company is 
planning to consult its ri^'ais 
on how this market mi^t 
work. 

British Gas will be hoping 
that such pzxjposals will pre- 
empt the hnpositioii erf more 
radical reform. It might <fraw 
some comfort from tbe govern- 
ment’s concern to avoid 
another damaging eoer^ dis- 
pute after Us controversial coal 
decisions. Mr Michael 
Heseltine. the trade and iodns- 
try secretary, will be aware 
that he is bou^ to make ene- 
mies whichever way he 
derides. He is likely to hope 
that the experts remain 
embroiled in the compleicities 
of the sector for as long as pos- 
sible. 
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Survival jeopardised by steel price rise 


In view of the damage caused to the National Westminster Hall by the bomb explosion on 
24 April, aKemat'ive arrangements have been made to allow the Annual General Meeting to 
take place as planned. The Meeting will now be held at the Porter Tun Room. Whitbread 


Shareholders with any concerns or enquiries are invited to contact the Company Secretarys 

Office on 071 726 1046 


25 April 1993 


On behalf of the Board 

PJ.S. Hammonds FCIS 

Company Secretary 

National Westminster Bank pic 

41 Lothbury 

London EC2P 2BP 

Registered in England No. 929027 


From Mr TFBarras 

Sir. What business in today’s 
marketplace can increase its 
prices by more than 40 per 
cent? Answer tbe European 
steel industry. 

We are a fairly t>'pical engi- 
neering company supplying 
fabricated and machined prod- 
ucts to a variety oT markets 
from defence to leisure. We 
have survived tbe recession to 

date by prudent managpmgnl 

and a shift in emphasis to 
exports and new products. We 
employ 50 people. All this 

Future of the 
Travelcard 

I From Mr McaaoeU Btahe, 

I Sir, Why is it that the dere- 
gulation of London buses 
should be paid for by their rid- 
. era (“Travelcard doomed", 
^ril 22)? I use my Travelcard 
to go by bus where I cannot 
easily travel by the Under- 
ground. Is the Travelcard 
underpriced? Its “critics” 
appear to forget that London 
Transport ^ts my annual fore 
apfronh would that all oustom- 
eis were so willing. 

ft really be beyond tbe 
wit 40 or so bus operators 
(about one bus load, Inciden- 
tally) to draw up a revenue- 
sharing agreement? It would 
be more equitable to use the 
smart-card technology to 
record individual journeys at 
the point of sale - tiiat is, the 
bus - and use that data to 
apportion tbe pooled revenue, 
liiat at least might encourage 
some competition betw^ tbe 
operators. 

Maxwell Blake, 

McCowan Blake, 

129 Bishopsgate. 

London EC2M STB 


could be in vein now tliat tbe 
steel industry is implementing 
a 40 per cent-plus increase in 
its prices. 

Oar markets are extrmnely 
fragile - and our best custom- 
ers refuse to accept any price 
increases. So we are foced with 
a huge, totally imrealistic 
increase which, because of our 
purchasing power (5 tonnes a 
month), we can do little to 
resist and our large customers 
refuse to accept 

We hai'e nuuie inquiries in 
countries outside the EC to see 


' if we can purchase two or 
: three months’ supp^ from pro- 
ducers there. Conristentiy we 
are told that they cannot sup- 
ply or most be carefiil on price 
because EC mills may cause 
problems for them. So much 
for a free mariret 
lliis increase ~ reasons for 
which include huge demand 
from China and capacity reduc- 
tion - is nothing more than 
the result of delibmtions of a 
price cartel taking no notice of 
tbe realities of the European 
market. Almost certainly 


prices paid by (Thina will be 
extremely low and we are 
being asked to support the 
steel mill margins. Apart from 
being infiationary it hits the 
medium and small-sized user, 
the bedrock of UK manufactur- 
ing industiy. 

Are we to support China at 
the expense of the UK? 

T F Barnes. 
managing director. 

B Dixon-Bate, 

UnU 45, 1st Avenue, 

Deeside Industrial Park. 
Deeside. Cboyd CHS SLG 


No remuneration hike at Premier 


From SB" C Jamieson. 

Sir, Lu^ KeUaway's article, 
“Facts show Gat cats are fotter" 
(April 20) and the letter from 
Mr Donald Butcher, of tbe UK 
Shareholders’ Association 
(April 23), both suffer from a 
foilure to check focts, and from 
tile tendency for an untruth, 
once written, to be accepted as 

fact 

The supposed 50 per cent 
hike in management remuner- 
ation in Premier’s 1992 
accounts stems from an ele- 
mentary foilure to notice that 
the exunparative period is one 
of only ninp months. When the 


I comparative figure is grossed 
I up to the 12-month period, the 
increase is 12 per cent. How- 
ever. this is not due to direc- 
tors being awarded 12 per cent 
increases, but that an addi- 
tional executive director joined 
Premier in June 1992 and in 
the previous year another new 
executive director did not join 
until September 1991. 

The real increase for execu- 
tive directors for that year and 
for 1993 was basically in line 
with inflation - that is. no 
increase. In 1993. foUowing 
retirement of two senior execu- 
tive directors in June and 


December, total management 
remuneration is likely to be 
down by at least 30 per cent 
I surest that in future both 
your newspaper and the repre- 
sentative from UK Sharehold- 
ers' Association have oota^ 
tesy to check the facts. The old 
about not being able to 
believe what you read in the 
luwspapers seems true in this 
situation, but unfortunately in 
our case mud tends to stick. 

C Jamieson, 
e xeeueiee. 

Consolidated OUBeUs, 
^ Unoer Belgrrtoe Street, 
SW/WOMi 


Bar on age discrimination unlikely in EC 

CVnM. n.ii iiMi i .... - I 


f>wn Afr Bryan Cassidy MSP. 

Sir, Joe Rimy’s suggestion 
that we should be thinking of 
raising rather than lowering 
the pmision age t^Age of the 
buffer”, A{uil 20) has an 
attractive logic given the 
recent Carnegie inquiry projec- 
tions of 31 per cent of ^ UK 
population in the age group 
50-74 by 2021, compared with 24 


per cent now. But what are we 
going to do to enable older peo- 
ple to work more years if they 
wish to? (Mr Keenly quotes sta- 
tistics which show a declining 
percenter of men aged over 55 

as being “economicallv 
active’’^ ■' 

(tae way would be for the EC 
to follow the US and bar ara 
uiscnmination in employm^ 


Longstanding plea for European technological strategy 

From Prrd Ion Mackintosh. I Americans and Japanese. And | munications in Enmna\ i , 


I regret that it Is unllkelv to do 
so, however, since the Cmnmis- 
of Ministeis 
™ the European parliamont 
, practice age discTiminatkm 
ih recruitment with the full 
approbation of EC staff unions! 
Bryan Cassidy, 

/Oep Brussels 


From Pnd Ion Mackintosh. 

Sir. Professor Hollennan 
(Letters, April 22) suggests 
that, in my plea (Letters, April 
15) for a much-increased 
emphasis on technology in 
industrial and economic plan- 
ning, I “could maim a Stronger 
case”. But I already have. 

In my 1986 book Sunrise 
Etoope bow regrettably out of 
print). 1 believe I gave a con- 
vincing description of bow the 
European electronics industry 
got into its mess (now even 
messier) vis-a-vis the 


Americans and Japanese. And 
this was followed by an even 
more convincing prescription 
of how to get out of it through 
the increased demand for infor- 
mation technology products 
and services whi^ would have 
been created l^ my pn^osed 
pan-European fibre-optic net- 
work, Burogrid. 

But, as usual, the cry of tbe 
technologists was of little 
avail Apart from tbe laboured 
efforts of the European C(»n* 
mission in setting up tbe Race 
(Research on Advanced (fom- 


i^tttions in Europe) proJ- 
ect. ^re IS little rign of Z 
mooted broadband oonnectio^ 
to every European home 

o^,hc^ital and school Sc' 
President Clinton 
15 encrjreticanv 


Japan and elsewhere in Asia, 
^ iscertainly not the case S 

»any other Buro- 
cojmtries. Until we can 
^tch their understanding of 


- rresiaent Clinton “ uuoersiantiiag of 

mener^caDy doing just^ of te(diuirarmat- 

- or 

The point, then, is that oor trmis- 

Jjereas the views of technoio. ootopetitors. 

giste m import in^e^ Mackintosh 

emmental policies in America. ^nnooation. 

^^^^CoUege^Zndon 
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The bombing 
of the City 


LONDONERS pickiiig thoir way 
back to work today through a lit' 
ter of broken glass should spare a 
moment’s tho^t for the cities of 
Northern Ireland, devastated over 
the past QuarteiNcentuiy on a 
scale that defies comparison ^th 
Saturday’s damage in the City. 

If the Northern Ireland policy 
supported by all Britain's political 
parties is correct, it would be 
quite wroDg to waver in it now 
merely because the buildings 
being damaged are in Bishoossate 
not Belfast 

In discoverix^ the vulnerability 
of l/)ndon’5 fini^ncial district to 
iaiiie, primitive bombs, the IRA 
has put its hands tm a fresh, pow- 
erful weapon. That does not of 
itself change the nature of the 
political problem - it merely adds 
to its uigency. 

Tliese are ^ issues of principle. 

But many people, in the City and 
elsewhere, will one practical 
issue more pressii^. Elow great a 
threat do two huge explosious in a 
year pose to London's position as 
a financial centre? 

The initial responses of some a£ 
the companies most affected by 
the two giant bomb attanin^ are 
reported elsewhere in twa i ss u e . 

On this sort of occasion, howler, 
second thoo^ts are the one s 
count. They will be infliiannod by 
a number of Eactxns. First will be 
the adequacy of the insurance 
arrangements, undeipinned by 
government guarantee, which 
were set in pl^ after year's 
explomon. 

The scheme is in its infoncy; its 
enabling legislation has yet to 
pass thxoi^ parliament The gov- 
ernment would be ri^t to avoid 
legalism in its approadi to this 
issue. The important thir^g is to 
make sure that the scheme works, 
and that the state provides the 
backing necessary for it to do so. 

Escape route 
A second factor is the way in 
which changing modem business 
practices reduce the impact of this 
sort of disaster- -These days, a - 
large business has its files, its 
intellectual capital, its soul, stored 
in its computers. 

That sounds like an added risk, 
but in fact It is an escape-route. 

Providing the computer operators 
have been taking routine security 
measures - backing up the files 
daily, storing copies safrdy off-sit^ 

Mr Heseltine’s 
magic lantern 


And so on - the entire system can 
be rapidly resneafed elsewhere. 

The third factor is less encour- 
aging. The risk is that the bomb- 
uig will be one more reason to 
view London as different, risky, a 
place at the margin, subject to its 
own unpredictable infinan^ 

There are enough of such forces 
already at woric the BMS dahanio 
the Taurus collapse, the City's 
well-known transport problems, 
the local authority swaps fia^ - 
even the perennial nuisance of 
passing through immigration com 
trols at Heathrow. 

Cit3T*s advantages 

Until now, these have been fhr 
outwe^faed by London’s counter- 
vailing advanti^es; an open, inno 
vative atmosphere. sldljM labour 
and support services, welcoming 
authorities, and a cosmopolitan 
financial tr^tk^ Two bombs are 
unlikely to tilt the balance. But it 
is the future risks that matter; 
and even with extra security pre- 
cautions, they will ctearly be 
much greater than they seemed 13 
months ^o. 

Britain’s big financial houses 
are tied to London; so are the 
handful of leading international 
ones. It is tbe sm^ler, more foot- 
loose institutions - the ones that 
give the London markets their 
unique breadth and depth - whirtt 
can choose to vote with their 
Ensuring that their decisions 
come down in London’s fovour 
will require titter security pre- 
cautions. keener intelligence and 
better use of police resources. But 
as hmmrtant will be a renewed 
determination to focus on t^ 
other aspects of the Ci^s compet- 
itiveness. 

The speed with which the City 
has omad witii the two big disas- 
ters of the past year is a tribute to 
the professionalism of its support 
staff and the flexibility and com- 
mitment of Its workforce. Those 
are among the reasons why Lon- 
don has remained the leading 
intmnational-financial-centre. Its 
chances of retainii^ that title 
were hi^ before Satorday's bomb. 
They remain high now - as long 
as tbe government, the (^ty 
authorities and the leading finan- 
cial houses display a commitment 
not just to London’s physical secu- 
rity, but also to its future competi- 
tive advantage. 


BiR MICHAEL Heseltine is 
eqjoylng himgeif again. Aftm* hard 
labour in tite House of Commons 
over the figure of British Coal, the 
trade and industry secretary is 
again doing what he does h^ - 
rporganteing a Whitehall depart- 
ment and selling a line in policy. 

The central thenww of the slide 
show be premiered to the Finan- 
cial Times and a group of industry 
leaders last week are incontest- 
able. British industry is inade- 
quately competitive ai^ the ram- 
bling government department 
whldt oversees it is unfocused and 
ineShcUve. 

Ur Heseltine has a good track 
record in Whitehall managemeoL 
At both the Department of Envi- 
ronment and the Ministry of 
ppfence, he improved motivation 
and efficaency. At the Department 

Trade and fndustry, he will use 
frimiiar techniques, overhauling 
structures and accountancy proce- 
dures drawix^ in pitvate-seo- 
tor managers to sharpen up per 
fmaance. “Partnership” has long 
been a Heseltine watchword and It 
is sQB very much in vogue. 

A kqy aim is to improve cmnmu- 
nication within tbe department 
awri between nfflmais a^ indns* 
try, so that the DTT knows what it 
& tafiring about *nmre will once 
more he teams of officials to ana- 
lyse tile competitiveness of 15 sec- 
tors of British industry; data base 
wffl speak unto data base in gov- 
ernment research establishments; 
a "domes^ book" of r^mlattons 
will be heavily edited; there will 
be "one-stop shops'* around tbe 
country to fecWtate the transmis- 
sion oi advice and information to 
htn^waaa Mt Heseltins will pro- 
rfaim these plans wftii a pron^- 
er*s flair. Hezza is badnig Briti^ 
indnstry, in export markets and in 
the 

Good deeds 

It will be some time before the 
effectiveness ol these changes can 
be Jud^ but ti^ will certainly 
be .welcome to British industrial- 
ist& Tbe questkm is afoether Mr 
HaaoiMw* in hls iSSOs fivmiffesta- 
tiim, will stop short of the market- 
ttigtfwHKng and economically dam- 
aging forms of dirigisine with 
whidi he flirted in the 1980s. 

Tb judge by deeds rather than 
words, hls record in the last year 
has beoB He has fou^it for 
Qie ri ght policy on coal, at some 


personal political risk. He has 
reristed the tmnptaUm for quick, 
taxqiayerfimded fixes at Le^and 
DaL 

More doubtfully, his strength- 
ened fineuacial supi^ for export- 
ers could result in subsidies for 
poor business deals, even if tbe 
measures are not lavish by inter- 
national standards. Goveniment 
selection (tf “national champions”, 
even in tbe umtted ccmtext of bids 
to export contracts, is a tricky 
game. 

Compedtion policy 

But the biggest question marks 
over Mr Heseltine’s tenure at the 
DTI concern competition policy 
and Europe. 

On the fbrmer, he insists that 
the re is no change in the Tebbit- 
LOley doctrine, to confine compe- 
tition policy judgments to ques- 
tions of competition. But doubts 
have been ralkd in practice by bis 
decision to overrule the Offira of 
Fair TYadii^ in a couirie of receizt 
Since Mr Heseltine shares 
the view iff his predecessors that 
no public esplewatinn should be 
given for dedshms, there is 
a dan^ that policy will become 
opaque and arbitraiy. With crodal 
judgments m British Gas 

and other privatised utilities, this 
is worryh^. 

More important stlU, if Mr 
Heseltine fosters an illiberal cul- 
ture of shady ministerial meddling 
in his own dorarbumt, it will be 
reflected ■fanwgingiy in the coun- 
dls of the Europ^ Community, 
where Dll ministers play a large 
nrie, cm everything fitmi energy to 
trade. 

Hr ^seltine’s instincts will cer- 
tainly be to join the political fray 
on questions such as the future of 
Airbus and its potential collabora- 
tion with Boeing on a super-jumbo 
prcgect He looks back with pride 
at his cde in creating the Euro- 
pean Spam Agency. 

On such mattecs, minis- 

ters have a necessary role, but 
there is a ri^ that Britain is lured 
towards to unrewarding and out- 
da^ game of inciting industrial 
taHinnln gi^ Emo-WitUieTS. 
More broadly, Britain cmild blunt 
its influence as an economic Uber^ 
aliser, in mattem oS trade, indu^ 
try aird energy. If he can avoid 
pitfalls, Hr Heseltine wU 
show tiiat he is Q>e ri^t man in 
the right job at the ri^t time. 


T he bigg^ challenge for 
economists today is 
understanding the 

extraordinary success of 
east Asia. The region 
has nearly quadrupled per capita 
incomes in the past quarter ot a 
century > a record in 

economic history. On present trends 
It may b^dn to overtake much ot 
the Industrialised west early in the 
21st centur>'. 

If its startling success could be 
replicated elsewhere, billions of peo- 
ple in developing and formerly com- 
munist countries could look for- 
ward to improved living standards. 
And the hope, eventually, of elimi- 
nating the scourge of grindto pov- 
erty would seem less quixotic. 

Yet to r^OQ is as puzzling as 
three-dimenrional chess. It has dme 
far better than conventional theo- 
ries predict, even allowing for such 
quantifiable pluses as macroeco- 
nomic stability, high rates of invest- 
ment and a focus on exports. There 
is just no generally accepted expla- 
nation for its disHngriiightng 
feature - superduoged rates of pro- 
ductivity growU (SM chart). 

The puzzle is deepened by the 
region’s lade of homogeneity. The 
hi^-fUers are fer fixnn bel^ cai> 
bon copies. At one extreme, Hong 
Kong has pursued a broa^ free 
market approach; at the other. 
South Korea has intervened in jurt 
about every way conceivable. And 
to magic formula for growth has 
entirely eluded some countries in 
to r^ion, such as the Pfafitpitines. 

At to Wmld Bank in Washing- 
ton, an exhaustive analysis of the 
“Asia miracle” is naartng comple- 
tion. Rank staff are HiatiiHiig les- 
sons from Japan, the four “tigers” - 
South Korea, Taiwan, Hong Kong 
and Singapore - and the so-called 
"cubs’’ - Malaysia, Thailand and 
Indonesia. TTiey have also taken a 
look at the recent explosive growth 
in parts of southern China. 

Tbe shady was undertaken pertly 
at the instigation of Japan, the 
bank’s second-largest sha^older, 
which has long wanted to pl^ a 
bigger role in policy design. Japan 
has been critu^ ot aspects ohi- 
ventional World Bank/International 
Monetaty Fund prescriptions and, 
justifiably, believes more attention 
should be paid to its own outst^- 
ingly succeraful development strate- 
gies ’ which formed a model for 
much of east Asia. 

In 1991, Japan’s Overseas Eco- 
nomic (kM)peratlon Fund told the 
bank it was patting too much 
emphasis on rto^rnlation and pri- 
vatisation and tnad e a case for 
selective import protection iri ^vet- 
oping countries and for to use of 
subsidised credits as a tool in indus- 
trial policy. 

Mr John Page, a senior member of 
the bank's Asia miracle team, says 
the Japanese criticism struck a 
chord because the results of market- 
oriented refonns had ofien proved 
disappointing in develcqiing econo- 
mies. By cutting budget deficits, 
eliminatiTig market distortions and 
shrinkiiig government, client coun- 
tries had stabilised toir economies. 
But too often th^ had not achieved 
a virtuous cycle of rapid growth; 
they still lay “at the bottom tit the 
lea^e table retetive to east Asia”. 
Tbe question became; “What now?” 
Tbe bank's benchmark to judg- 
ing Aman policies is not an extreme 
&ee market philosophy, which 
would have the public sector shun 
responsibility to just about every- 
thing bar natiOD^ defence. It is 
rather to less controversial 'mar- 
ket friendly” strategy set out at 
length in the bank’s 1991 World 
Development Rep^ 

This cleaiiy delineates the role of 
markets and the state. Development 
would be festest, it claimed, when 
govenunent concentrated on two 
jobs: maiutaining macroeconomic 
stability throu^ conservative fiscal 
and monetary policies; and invest- 
ing in people through puMie educa- 
tion, traixiing and bealtiicare pro- 
grammes. 

Beyond this, developing countries 
should rely on market fbrees. They 
should create as competitive as pos- 
sible a regime in industry, com- 
merce and tbe financial sector. And 
toy shpiiM giTininate all barriers to 
tra^ and foreign investmmrt The 
core i(to is that governments 


Michael Prowse on whether east Asia’s 
economic success can be repeated 
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Should focus on the things only 
they can do and leave everything 
else to markets. 

It turns out that most of the 
Asian high-Olers have adopted a 
more pennissive attitude to to role 
of govenunent. Indeed. Mr Pa^ 
ar^es that the success of the 
r^ion can best be understood In 
terms of a “strat^ic growth” model 
tot focuses more on what has to be 
done to achieve rapid growth than 
cm who should do what 

On to strat^c theory, develop- 
ment will be rapid provided coun- 
tries -find a way-of; -accumulating 
capital rapidly; allocating resources 
effidently; an*i catnhing iq) techno- 
logically. 

But there is no presumption that 
any of these functions should be 
reserved exclurively for to private 
sector. The miracle economies 
appear to have used a mixture of 
matlKt incentives and state inter 
vention in each of these areas: 

G Accumulation. Gross domestic 
investment averages a startling 37 
per cent of GDP in east Asia against 
an average ot 26 per cent in develop- 
ing countries as a whole. Yet this 
advantage was not won purely by 
adhering to the market-friendly 
approach. 

The r^on has admittedly created 
a positive climate for business 
investment by pursuing cemserva- 
tive fiscal and monetary policies - 
inflation has averaged 9 per cent 
over to past 30 years, less than 
half the rate in other developing 
countries. The public sector has 
also invested effectively in people 
(enrolment in primary education far 
exceeds levels elsewhere, as does 
attention to vocational education), 
although it has not spent an atypi- 
cal proportion of national income 
on social services. 

But most of the Asan high-filers 
have also interfered with market 
mechanisms. Tbey have limited the 
personal sector’s ability to consume 
and heavfly regulated to financial 


sector so as to ensure a predictable 
supply of low-cost capital for indus- 
try. Mechanisms for tocibly shift- 
ing resources firom consumption to 
investment vary - Japan, South 
Korea and Taiwan, for example, 
have maintained stringent controls 
on consumption and bousing. The 
net effect, however, is the same 
everywhere: an abnormally high 
rate of savings. 

G Efficient allocation of resources. 
Governments have striven to 
ensure that the most important 
market of all - tot tor labour - is 
flexible,--if -not fUUy competitive. 
W^es have largely reflected mar- 
ket supply and demand, partly 
because trade unions have been 
suppressed. Focusing bard on sue- 

It turns out that most 
of the Asian high- 
fliers have adopted 
a more permissive 
attitude to the 
role of government 

cess in export markets has also 
imposed crucial competitive disci- 
pline and preymted domestic prices 
for industrial inputs moving Car out 
of line with world markets. 

Yet bank research indicates gov- 
ernments have also intervened vig- 
orously. While less protectionist 
than to third world as a whole, few 
accepted western fr^trade princi- 
ples. Many have import con- 
trols to protect strategic sectors (for 
example, quotas in South Korea, 
hig h tariffe In Thailand) and show- 
ered offeetting subsidies on export 
industries. At one time or another 
state-owned industries have played 
an important role in many of to 
economies, including South Korea, 
Taiwan, Indonesia. Singapore and 
Thailand. Many have not hesitated 
to direct the supply of credit to pa^ 


ticular sectors. Both South Korea 
and Taiwan provided automatic 
credit for exporters in the early 
st^es of development. 

G Technological catch-up. The les- 
son a^un is that remarkable pro- 
ductivity growth only partly 
reflects market-oriented policies. 
Sir^sfoore, Malaysia, Thail^ and, 
to some d^ree, Taiwan, have wel- 
comed foreign investment. Early 
developers such as Japan and South 
Korea used other devices, such as 
licences lettli^ them copy foreign 
technol^. But unlike many other 
developing countries none tried to 
rely cm home-grown technology. 

However, all high-fliers inter- 
vened selectively to promote partic- 
ular industries, with varying inten- 
sity and sutxess. The process of 
trying to shift industrial output 
towards h^h-valued-added sectors 
is described by enthnriafit^r as “get- 
tiag prices wrong in order to create 
dynamic comparative advantage". 

South Korea provides a wealth erf 
examples of aggressive and success- 
fill interventioiL TTre government's 
most audacious move was perhaps 
to create from scratcdi a domestic 
steel Industry despite foreign donor 
(Kiposition and lack of private-sector 
enthusiasm. The state-nm business 
went on to become to world’s most 
efficient steel producer. 

An internal hanir mpfp** gi™s up 
South Korea’s record: "From the 
early 1960s, tbe government care- 
fiiUy planned and orchestrated to 
country’s devekqKnent. ... [It] used 
to finanriai sector to stecT Credits 
to preferred sectors and promoted 
individual firms to achieve national 

objectives (It) socialised risk, 

created large conglomerates (ehae- 
bolsX create state enterprises when 
necessary, and mould^ a public- 
private partnership that rivalled 
Japan’s.” 

Singapore provides another clas- 
sic example of direct^ growth, 
vi^en private sector companies 
Eall^ to respond to opportunities 


identified by bureaucrats, state- 
owned or controlled groups were 
often pushed to the tore, the memo 
says. The bank has documented 
selective interventions throughout 
the region, even in supposedly free 
market Hong Kong. 

The Asian example poses a 
dilemma for bodies such as the iMF 
and the World Bank, especially in 
former communist countries. Does 
it still make sense to advocate a 
form of “shock therapy" - the doc- 
trine that deregulating and privatis- 
ing everything as fast as possible is 
to optimum policy? Or should they 
recommend east Asia’s slower, 
more interventionist path to eco- 
nomic maturity? It all depends on 
whether east Asia's deviations from 
orthodoxy can be replicated. 

There are some grounds for cau- 
tion. Mr Vinod Thomas, the ba^'s 
chief economist for east Asia and an 
architect of the market-friendly 
strategy, points out that govern- 
ment activism outside east Asia has 
produced dismal results. A distinc- 
tion should also be drawn between 
the earlier *horthern tier” of Asian 
high-fliers - Japan. South Korea 
and Taiwan - and the later 
“southern tier" (rf Malaysia. Thai- 
land and Indonesia. 

U ntil tbe 1980s. coun- 
tries such as South 
Korea were able to 
promote exports and 
protect imports with- 
out provoking much criticism. But 
pressure for a more level playing 
Held has since grown intense. 
Broadly speaking, the southern tier 
of later developers has pursued 
more market-oriented policies than 
to first wave of Asian stars. Indus- 
trial interventioDS have also tended 
to be less successfuL A bank memo 
describes Malaysia's efforts as “by 
and large a costly fajiure" and Th^- 
land's as “largely ineffective". 

Less tangible political and cul- 
tural factors may also be crucial. 
Most Asian high-fliers benefited 
from long periods of stable (if 
authoritarian) political rule. This 
encouraged long-term horizons. 
Public-sector bureaucracies have 
also tended to be more able and less 
corrupt than in most other third 
world countries. Governments were 
thus unusually well placed to impie- 
meut development strat^ies. 

Policymakers were alw remark- 
ably pragmatic; if a policy did not 
work it was rapidly dropped. South 
Korea, for example, went throu^ 
sever^ phases. It was relatively 
market-oriented in to early 1960s, 
became highly interventionist dur- 
ing the “heavy and chemi^ indus- 
tries” drive of the l970s, and then 
reverted to greater reliance on mar- 
ket forces in the mid-1980s. No 
region, it seems, has been less 
weired down by ideol<^ or more 
willfog to seek advice from abroad. 

The bank has only just begun the 
politically charged process of draw- 
ing conclusions from mountmns of 
research papers. But senior officials 
believe tbe study may lead to a new 
paradigm for development in tbe 
1990s. The evidence confirms tot 
to miracle economies did indeed 
“do things differently”. In many 
instances, “government played a big 
nrfe, trade was not open and finan- 
cial markets were repressed”, con- 
cedes Mr Thomas. 

"If we’re ri^t,” says Mr Page, 
“the economic policy arsenal has 
many more weapons than we sus- 
pected." Mr Thomas agrees; the les- 
son firom east Asia is that “you need 
a government guiding h^d; you 
cannot just abdirate development to 
the private sector". He pretots tot 
to bank will pay more attention to 
the role of institutions and to tbe 
potential for partnerships between 
the public and private sectors. 

The most encoura^g aspect of 
the Asian story, officials say, is tot 
habits and institutions crucial for 
economic success were created 
Fathffl* than inherited. To raise the 
social standing of entrepreneius, for 
example. South Korea had to over- 
come its Confucian traditions, 
which had glorified the scholar- 
bureaucrat. Singapore raised its 
savings rate from 1 per cent in 1965 
to more than 40 per cent today. The 
implication is that sufficiently 
determined governments can work 
similar miracles in other places. 


Observer 


Have livery, 
can deliver 

■ The time for eating their own 
words has paiiaps arrived fbr any 
pillars erf the City irf L^tm's 
long-pedigreed estabiishment who 
lamented last year’s granting of 
livery-company status to a bunch 
of parvenus filing themselves 
infonnatioo teehnokigists. 

On Fri^ ni^t leaders at the 
new wotshiidUl company ot same 
were iftnwng fbrward to spending 
tomorrow in Honiton, Deron, fbr 
to launch of me of to body’s 
pioneering ventures - portable 
high-tech communications units 


called Tblecentres. 

But now the company’s master, 
Mrs Steve Shirley, is volunteering 
to prove tbe product’s mobOity 
by reseheduUng to launch for 
Lo^on. The demonstration model 
could easily be put on a lony and 
delivered to to City ready to 
operate from Wednesday moniii^ 
she says. 


Floater 

Could peace be near in the Beer 
War at Britain's D^Grtmait of 
Trade and Industry? 

As Observer report last 
Tuesday, Edward Leig^ and Neil 
Hamilto^ both of them Thatchertte 
punish at the department, are 
at loggerheads over regulations 
that a pint must consist friUy of 
liquid - to frothy head cannot 


be included. 

Hamilton wants to get rid of to 
rule as part of to government’s 
deregulation initiative. Leigh is 
sympathetic, but as he introduced 
to regulation in the first place, 
he wants it saved. 

A compromise plan being floated 
is that pubs should become total 
regulaUon-fto zones, able to serve 
beer in whatever measures th^ 
liked. There would be no need to 
check that a pint was a pint, and 
disgruntled customers could take 
th^ custom elsewhere. 

Such radicalism has obvious 
appeal to ri^t-wingers such as 
Hamilton apd f .aig h. But it seems 
imHifpiy to win approval higher 
up in to government Indeed, the 
plan has to look of being brewed 
up over a pint or two. 


Clashing shades 

■ Meanwhile any supposition of 
a deqp change in Lady Thatcher’s 
philosophy is an exaggeration. 
However outraged she may be by 
the pltyht of Bosnia's Moslems, 
she was back in classic form during 
her visit to Warsaw, whose citizens 
must be feeling peculiarly blessed 
by the presence of retired British 
politicians of conservative hue. 

In town to open her foundatim's 
office as well as Forte’s new boteL 
the former prime minister drununfid 
home to her audiences that they 
must never, neoer succumb to the 
allure of Marxist and Leninist 
ideol^y. All would be well in tbe 
world, s^ boomed, as long as to 



Ethnic cleenring 

frontiers of socialism were being 
turned back. 

What may lead tbe local citizenry 
to feel not Just blessed but 
somewhat confused is that in 
Thatcher’s wake there arrived her 
ex-deputy Lord Howe of Aberavon, 
wfaroe views on to matter differed 
in more ways than being voiced 
in less strident tones. 

Besides wondering aloud whether 
the situation in the erstwhile Soviet 
Union would not take a turn for 
the worse, he admitted the west 
was now Iras ranfident about the 
future than it had been three years 
ago when to Berlin wall came 
down. 

There was another contrast too. 

President Lech Walesa, for 


reasons best known to himsdf, 
gave Lady Thatcher a wide berth. 
But Lord Howe - attendug to 
opening of a Centre for English 
Le^ Studies at Warsaw 
University, financed by the UK 
Know How Fund - did ^ to renew 
acquaintanceships with ^lidarity 
chiefs he met when he was foreign 
minis ter and th^r were opposition 
leaders on a visit to Warsaw ei^t 
years aga 


Black biting 

■ Sixteen months after winning 
control of Australia’s Pairfex 
newspaptf group, Conrad Black 
is embroiled in a second public 
row with John Kerin, the coimtry’s 
fbrmer finance minister. 

After Kerin rfsimaH bid was 
{gainst the national interest. Black 
labelled Australian politicians 
“venal” and describe the bidding 
process as a “d^rading, gitrf^ue 
charade”, but was later allowed 
to acquire IS per cent of Fsdr^ 
anri management 

Now Black is saying he became 
angry because, during a mapring 
with then prime ministm- Bob 
Hawke, Kerin had assured him 
that foreign holdings of less than 
35 per cent were “infOe'’, implying 
that tbe bid would be allowed to 
gothroi^ 

In reidy, Kerin claims that no 
assurances were given, and insists 
he would never use such an 
uzhAustralian word as pifDe. 

All good Am, hut the badc-hiting 
may be a bit academic. Black 


admits that the government’s 25 
per cent ceilli^ on bis Fairfax stake 
makes the group a sitting duck 
if Kerry Packer decides to add to 
his 10 per cent holding- 

Rare document 

■ (tonsidering tot it exists to 
promote independent non-executive 
directorslups - and is chaired by 
Sir Adriw Cadbury of corporate 
goveroasce, no less - iWNed 1$ 
scarcely a model of opmmess when 
it comes to circulatiiig its own 
annual report and accounts. 

Perish to thought, but could 
one of the reasons be tot, just as 
directors’ pay rises are emning in 
for such sharp criticism, the 1992 
figures show to organisation’s 
hitost paid director received a 
healthy 9 per cent increase to a 
comfortable £77312? 

Since it would appear from the 
accounts that Pro-Ned is lacking 
a remuneration committee at the 
moment, perhaps its board should 
consider creating one to investigate 
such questions. 


Way out 

■ In the wake of Observer’s week 
of Swiss jokes and day of Swedish 
jokes, now for a morning of Danish 
jokes - provided the reader who 
c laims to have overheard to 
following in Copenhagen is to be 
believed. 

‘“There are three ways of doing 
things. The right way, to wrong 
way, and the British way.” 
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Pressure on Attali mounts on 
eve of EBRD annual meeting 


By Peter Norman, Econonucs 
Editor, In London 


THE European Bank for 
Reconstruction and Development 
>-esterday pressed ahead with its 
efforts to belp the economies of 
eastern Europe and the former 
Soviet Union as controversy 
about the bank’s hi^ spending 
continued to dog Mr Jacques 
Attali, its president 
As the bank announced an 
$S0m (£S1.9m) loan to Romania to 
improve its roads and launched a 
new programme on behalf of the 
United Nations Development 
gramme to improve management 
practices in central and eastern 
Europe, a senior German politi- 
clan from Chancellor Kohl’s 
Christian Democrat party called 
for Mr Attall’s removal from the 
top of the EBRD. 


In a letter to Handelsblatt, the 
German business newspaper, Mr 
Karl Fell, spokesman for the 
faiHuentiai finance committee of 
the German Bundestag, also 
urged Mr Tbeo Waigel, the Ger- 
man finance minister and cur- 
rent flhatrman of tte EBRD board 
of governors, to intervene more 
in the bank's affoirs. 

Referring to the high cost of 
fitting out the EBRD's London 
headquarters. Mr Fell said that 
"extravagance on such a scale 
would non^y be regarded as a 
breach of trust” in Germany. He 
also accus^ Mr Attali of being 
"professionally out of Us depth". 

The EBRD’s annual meeting 
gete underway fonnally today in 
London with its board of gover- 
nors. representing the countries 
owning the bank, due to discuss 
the costs of its City establish- 


ment as wen as the bank’s prog- 
ress towards assisting former 
communist countries develop 
market oriented economies. 

It is expected that member 
countries, if they want to voice 
criticism of Mr Attali’s manage- 
ment style, will save their most 
forthri^t comments for a closed 
session of the board this after- 
noon ratter than eiqness them la 
the public opening session. 

However. Mr John Major, who 
as chancellor played a key role in 
ensuring the EBRD would be 
headquartered in London, is 
expected to underline the impor- 
tance of the kank providing value 
for money when he speaks at 
today’s ceremony. 

The British government 
appears to te satisfied with last 
week’s statement from Mr Attali 
In which he admitted that mis- 


takes had been made at the bank. 
It regards the measures that he 
announced to reinforce the 
EBRD’s management structure, 
including the plan to appoint a 
new budget director, as a good 
basis for further development 

Some delegates attending the 
EBRD meeting suggested the 
hanit muiht emerge strengthened 
from the controversy, with iis 
efforts more cfosuiy focused on 
assisting the former Communist 
countries and its members taking 
more interest in its affairs. 

"What is important is that the 
G7 countries are amtinoing to 
load new responsibilities onto the 
bank." said hlr OUn Wethington. 
a former senior US Treasury offi- 
cii for international a&ira in 
the Bush administration. 
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EC backs tougher sanctions 
against Serbs to end fighting 


By Lionel Barber in Middeffart, 
Laura Sifber in Belgrade mid 
Phinp Stephens in London 


EUROPEAN Community forei^ 
ministers yesterday put their 
weight behind tourer UN sanc- 
tions aimed at ending the fight- 
ing in former Yugoslavia, but 1^ 
open the option of militaiy inter- 
vention against the Bosnian 
Serbs. 

After two days of talks at 
Hindsgavl Castle near the Danish 
town of Middelfart. the ministers 
pledged to enforce new sanctions 
which will freeze Serbian assets 
abroad and clamp down on traffic 
on the Danube and in the .Adri- 
atic Sea, from today. 

The EC agreed to consider 
appointing a new "sanctions 
supremo" to streamline the mul- 
tiple international efforts to 
tighten the sanctions, with the 
UK favouring an American, ftlr 
Douglas Hurd. UK foreign secre- 
tary, said the person needed to be 
someone able to "knock on every 
door from the Kremlin to Kiev 
and anywhere else". 

Lord Owen, the international 
mediator, in Belgi^e yesterday 
Cried to win last minute backing 
for his international peace plan 
from Bosnian Serb leaders. At 
the end of bis five^iay diplomatic 
shuttle around the Balkans. Lord 


Owen cautioned that the fate of 
the Serbian people hung on the 
acceptance of the plan, which 
dirides Bosnia into ten prorinces 
along ethnic lines. 

If Mr Radovan Karadzic, the 
Bosnian Serb leader, rejects the 
proposed maps, more sanctions 
will go into forite in Yugularia. 
now comprised of Serbia and 
Montenegro. Lord Owen said: "At 
midnight New York time today 
starts a sanctions regime of 
extreme toughness. Once it 
starts, it will be reiy* difficult to 
Cake them off until there has 
been total peace and major steps 
towards the peace plan in Bosnia- 
Heic^vina.’’ 

Croats again f(^ht Moslems, 
their former allies, in several 
towns in central Bosnia in the 
foce of a ceased organised by 
Lord Owen at the weekend. 

The EG ministers expressed 
grave reservations about using 
force against the Bosnian Serbs 
because of unpredictable conse- 
quences and the risk of disrupt- 
ing the United Nations humani- 
tarian effort. 

Mr Klaus Kinkel. German tor- 
eign minister, said using force, 
including air strikes, was very 
risky. "We could pass the point of 
no return." 

The UK however, appeared to 
cross a psychological Ifoe on Sat- 


urday when officials announced 
Britain was prepared to use force 
if necessary to protect 130 Cana- 
dian troops engined in humani- 
tarian operations in Srebrenica. 

UK officials have said they 
expect a senior US envoy to 
arrive in Europe for consulta- 
tions on possible military 
options. But Mr Hurd said he did 
not exp^ "a cut and dried plan 
and said UK support would 
depend on its concerns about the 
use of force being met satisfacto- 
rily. France, along with other EC 
members, stressed that the use of 
force required UN backing. 

Mr Hurd said later on BBC 
radio that any plan would need 
also to set out clearly the mili- 
tary resources to be employed 
and its likely impact on the 
h umani tarian aid effort. "I have 
not seen a plan which covers all 
of these points.” be added. 

Despite his own misgivings. Mr 
Hurd has made it clear to cabinet 
colleagues that if President BUI 
Clinton does decide on air strikes 
it would be impossible not to 
back him. 

In an attempt to salvage the 
p^ce plan. Lord Owen met Ser- 
bian I^sident Slobodan MUos- 
eric. Mr Momir Bulatovlc. his 
Montenegrin counterpart, and 
Yugoslav President Dobrica 
Cosic. 


Spirit of the 
blitz returns 
to the City 


Continued from Page 1 


choir and organist numbered 
only 19. "I thought stuff the IRA 
and we went ah^ and did it” 
But at St Etbelburga's the 
bells may never ring a^dn. The 
church, originally built before 
the Great Fire of London, whlcb 
survived the ^^ctorian buildup 
boom and the Blitz was reduced 
to rubble. The smallest and one 
of the oldest churches in Lon- 
don’s bnsmess district had taken 
the f&U force of the blast 
The weedkiller bomb packed 
into a tipper truck left a crater 
nearly 20 feet deep and 30 feet 
wide. 

Amongst the destruction there 
was a tonch of hnmoiir as an 
office worker from the Hong 
Kong and Shanghai Banking 
Cor^ration watcM paper blow- 
ing in the breeze. "Our computer 
data is all safe, but our files are 
spread around the City. If any- 
one sees a piece of paper with 
our logo on, could they kinidly 
pick it up and return it to os?” 
In those early hours of the 
morning Bishopsgate resembled 
a sea of glintii^ blue glass. Two 
Barclay’s bank cash machines 
were pushed askew In their 
housings. The window had caved 
in on a security shop called 
Bishopsgate Crime Prevention 
Centre. A sign on the door said: 
"How secure is your home?” 

Ms Janine Barber, and execu- 
tive director of IndoSnez Aval 
inSt Helen’s Place, Jnst off 
Bishop^te and near to the cen- 
tre of the blast, said: "We got hit 
by the last bomb, we’ve jnst had 
a bui^laiy and now we have had 
this so iire've learned to cope by 
now." 


UK banks should 
widen margins says 
Barclays chief 


By John Gap per. Banking 
Correspondent, in London 


THE UK govemmeut should 
follow the example of the US and 
the Federal Reserve in helping 
banks to widen tiieir mai 9 Ds to 
help them raise profitability and 
maintain lending in recovery, 
accordii^ to Sir Peter Middleton, 
deputy chairman of Barclays 
Bank. 

The Fed has helped US bawk« 
to restore depleted capital by 
establishing a gap between 
money market interest rates and 
short-term bond yields. That has 
allowed banks to increase their 
capital by boytng govemment 
bonds. 

In one of the stroi^est warn- 
ings yet about the danger of a 
“credit crundi'’. Sir Peter said it 
would "not be very surpriring if 
the hanWng system became rtek- 
averse in a big way when a need 
comes for finance for the recov- 
ery". 

High street banks' landing to 
small businesses may be under 
threat unless tte UK government 
helps tiiem to widen loan mar- 
gins and restore their profitabil- 
ity. he added. 

However, the Bank of England 
has indicated that it is not Ukely 
to tiy to imitate the US. Banks 
have limited incentive to use 
money market funds to buy Trea- 
sury ^ts at tte moment because 
the yield on such bonte is not 
high enough. 

Sir Peter's ramariES, at a lec- 
ture given to public-relations 
practitioners in London, follow 
widespread concern that ba^' 


losses on small-business lending 
in tte late 1980s will lead them to 
restrict tending over tte next few 
years. 

Although bankers have denied 
that. Sir ^ter argued that "what- 
ever may be ssud, there are some 
areas of lending that are clear^ 
under threat” - even though 
"money is always available at a 
price". 

He smd: "It is not totally dear 
that lending to small businesses 
can earn returns sufficient to 
allow for the risks." 

Banks have sustained big 
losses on small-business lending 
over the past two yeaix, and Sir 
Peter’s bank made a pre-tax loss 
of £242m (S372m) last year after 
provisions for and doubtful 
loans in the UK of £l.96biL 

Sir Peter’s remarks follow a 
call from Mr Brian Pearse. Mid- 
land Bank chief executive, in 
February for tte UK to encour- 
age bank lending with measures 
such as a "loan support scheme" 
giving subsidies for small-busi- 
ness loans. 

Sir Peter said that banks 
needed "some of tte same atti- 
tilde and some of tte same under- 
standing" on tte part of the Brit- 
ish govemment "That is the 
basis of a relationship that would 
flourish if it is worked at” he 
said. 

He said banks had mis- 
takes in tte late 1980s after the 
relaxation of credit control. He 
added that many of them "took 
on excess amounts of ri^ assets 
and mistook the result for prof- 
its" only to be hit by subsequent 
loan lo^ later. 


E Europe 
frustrated 
by west’s 
economic 
attitude 


By ChartoB Laacfoaater bi Tokyo 


EAST European governments are 
frustrated by growing protection- 
ism among western states 
pledged to assist economic 
reform in the region, several east 
European trade and economy 
ministers warned yesterday. 

The nunisters vol^ their con- 
cerns during a weekend meeting 
in Tokyo of ministers and busi- 
nessmen from the Group of 
Seven leading industrialised 
nations and their counterparts 
from east European and former 
Soviet states. 

The conference discussed pro- 
posals to assist micro-ecoomnic 
reforms such as privatisation, 
small business development and 
trade promotion in east Europe. 
But the powing si^ of protec- 
tionism in west Ei^e sparked 
prolonged and heated debate. 

Several east European dele- 
gates warned that without access 
to export earnings it would be 
harder for former communist 
states to reduce their forei^ 
debts and so stabilise their public 
finances. 

Dr Karel Dyba. the Czech econ 
omy minister, told the meeting 
that to attract foreign icrestment 
from the west, tte eastern states 
needed access to expmt markets 
so that investas conid earn bard 
cnmncy. 

Mr Dyte said: "If we are to 
help ourselves we have to have 
access to markets. We are wor- 
ried by some tendencies in some 
western countries towards more 
protectionism." 

Mr Bela Kadar. Hungary's min- 
ister for international economiG 
relations, said: "We want to 
speed up the implementation of a 
free trade agreement within 
Europe. 

"But”, he added, "the propmi- 
sity of tte west to speed up tte 
removaJ of trade obstacles seems 
to have diminished in recent 
months." 

Western officials conceded that 
trade tensions were a growing 
concern. Ms Helle Degn, the Dan- 
ish minister for development who 
was representing the EC presi- 
dency, said trade liberalisation 
could not p ro ceed as qukrkly as 
tte east wanted because of seosi- 
tivities among some west Euro- 
pean industries about low-cost 
competition. 

Ms Degn said: "It would be bH- 
ter to make slow and steady prog- 
ress towards trade liberalisation 
rather than take a large step and 
then meet business opporition.” 
Mr Andrei Shapovsdiants, the 
Russian depu^ economic minis- 
ter, said tte issue of protection- 
ism had been the most vexed. 
"We have to export to repay our 
debts," he said. 

Mr Sbapovaliante noted that 
most foreign investment in Rus- 
sia had gnite into its traditfoDal 
eitpoTt iiulustries su<^ as timber, 
oU and gas rather than to develop 
higher technology industries 
wtech could compete with the 
west 

According Co participants, 
these public comments were con- 
siderably softer in tone than tte 
complaints voiced during the 
clte^ se^ons. 
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the lex column 

Tough prescriptions 


It will take mote than comforting 
profits figures to restore dm^ stocks 
to a premium rating. With conzpetition 
increasing and government regulation 
t7 gbh»ning ^ past results are an unrelia- 
ble guide to future prospects. Yet 
resp»rtable first-quarter figures from 
the likes of Merck and SmithKline 
Beecbam last week lifted tte stricken 
sector. Friday's correction notwith- 
standing. drug company ratings may 
have hh bottom just below tte market 
average. 

A sustained rally cammt be expected 
until Mrs Clinton's plans for reform of 
US h^thttre are clearer. Even then, 
most drugs stocks will not return to 
the heady rating of the idSQs. That 
was fouxided on worldwide sales of 
ifoannaeauticals wMeh, eccording to 
Zeneca’s pathfinder prospectus, grew 
at an annual compound rats of 13 per 
cent. The price component of that 
growth - perhaps 3 percentage points 
- is unlikely to be r^ieated. Regard- 
less of US reforms, buyers of h^th- 
care are getting tou^ Follon-^ gov- 
ernment interveotioii. drag prices are 
fitiiiup in Japan aud Germany. Mar- 
gins will be squeezed even if volume 
growth is maintained. 

The industry can cut casts, espe- 
cially in sales and marketing. But that 
will only run so for. Profit of 

30 per cenL after research and devel- 
opment expenditure, look unsustaina- 
ble. If volume growth can match the 
iSSQs, drug company prospects mien: 
still look better than toe market arer- 
age - but only for those which develop 
innm’ative new drags. The best in toe 
sector return to a premium rat- 
ing. Robbed of the abilin-’ -o hide 
behind price isczeases. toe .rest ma>‘ 
never make a full recovery. 


Property 


Share pnca relative to the 
FT-AAB-Shere Index 

105 •• - 



assets. For most, the cut in 
TOUW not be enough to re^ ^ 
attractions in the uptum. ^^ , 
tal may also create a self-reutforete 
mechanism whereby greater hquhSqrs 
ensures firmer proPBj' 
secure dividend yields and oigh^ 


share prices. . __ ; 

The theory is debatable. Tte 
certain beneficiaries of fresh cai^ 


Injections into the proper^’ 
thou^, be the banks. If tte appe-- 


, M J J A S 
1992 

Saura«:FT&wee» 


evidence that recent price rises from 
the likes of PUkington. Blue Circle and 
RMC appear to be stktoing. Many such 
companies have high financial and 
operational gearing ensuring that 
eveu smati sales and price increases 
have a startling impact on profits. Sav- 
age cost-cutting has also left the sector 
primed for recovery- 
Mucb of this, though, is already in 
the price. The prospective rating on 
both the building materials and con- 
struction sectors now stands at a con- 
siderable premium to the market. 
\ |gny will doubtless exploit 

such buoyancy and seek extra ftmds. 
Severtteless. few investors will want 
to sell such stocks at this point in the 
O'cle. Guessing the intentions of the 
pretetory and cash-rich MB-Caradon 
;viil on!>‘ add spice to tte market. 


tite for new equity issues extends^ 
some harder-pressed property aeva^- 
ers, this will help firm up some of tte; 
banks' shakier loans. New funas BHa. 
also stimulate the property madM: 
itself to the benefit of the UK's tee- 
hi ggpst propei’tY companies “ Barcfil^ 
and NatWest. 


int? 


Tarmac 

Building material and cosstraction 
companies have announced some 
thumping proNisions is recent weeks 
but Tarmac code lay :c toe 

clear-out cup when :: reports its 
results this wee’s. The UKs b-.sgest 
housebuilder provisions may exceed 
£300m. knocking a quarter eff tte 
value of shareholders' funds. Ve; 
despite the profusion of red ink. ‘coth 
Tarmac and its sector te*.’e ‘seen star 
stock market performe.re sines ster- 
ling's devaluation. Tarmac's shares 
have risen from a low of 53p in Sep- 
tember to 140p now; toe bialdlng mate- 
rials sector is up by two-thirds. 

Investor dem^ has ‘oeen fuelled by 
falling interest rates, the continuing 
strength of hous^oilding starts and 


UK property 

.Vew life is strug glh> g from the nilv 
’cle that was the UK property sector. 
Last week. British Land l^ued a 
£2G0m debenture stock following a 
£:47m rlg'nts issue from Slough 
Estotes. Great Portland Estates and 
Frogmore Estotes have also sta^d 
share ptacings to help fond acquisi- 
tions. The good reception for these 
issues makes it Ukely that a wad of 
other paper will follow. Companies 
may want to pay down debt to p*»n 
greater financial flexibility. 

But any enthusiastic shareholders 
will be taking a lot on trust despite 
the sector’s recent strong stock mar- 
ket rise. Intuitively, it may seem prob- 
able that the bottom of the property 
cycle has been reacted. Yet the latest 
evidence suggests both rental and cap- 
ital x^ues are still failing fast. The 
hope is that ri^ts issues will lessen 
the compulsion for cash-strapped prop- 
erty companies to sell hi^-yielding 


Japan 

The US Administration seens to te 
causing no little irritatiao in Tokjjis 
with its apparent attempt to talk-tv 
the yen. Having deliver^ a stuaQfa» 
to the Japanese ecemteny whidt was 
larger than expected, tte govemmesit' 
had hoped that US officials might ease 
off on trade. Instead, it seems Oat 
some of Mr Clinton's advisera briietet 
that the strengthening yen has 
prompted a drop in Japanese car sales 
in tte US. They hope that any Atrtber-f 
appreciation hit other Japanese 
exports. Either the Japanese make 
trade coQo^fons or the US aSowsra 
strong yen to do its work for It . . . 

So far. Bank of Japan interventiOB 
has managed to hold the tte line at 
YilO to the dollar. StQL the pain is 
being felt. Japanese exporters are 
making some ^orts to r^uce costs, 
but de^ cuts have been avoided,, and 
companies are loath to give op cosy 
labour practices. While the currency 
has not moved as Sharply as it did in 
1986. Japanese companies are starting 
with much weaker balance sheets. 
Lower cost Asian manufocturing cen- 
tres such as Taiwan and even China 
are now producing higb-quaUQ* tex- 
tiles and rommodity electronics which 
are displacing Japatese goods-. A 
strong currency is a significant brake 
on tte st^ market's recent run. 

It remains unclear whether a rising 
yen is the right prescription to solve 
the trade probJem. Tte imbalance is 
caused more by a coBapse in Japanese 
demand than by an export sur^ Far- 
ther cuts in the Japanese d^ount 
rate might have more effect - always 
supposing that US exporters can take 
advant^ of any recovery in the 
domestic Japanese economy. 
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in the debt markets requires a 
partner with global experience 




The Kingdom ofDeamarlc 
U.5.SLOOOJ>OOJ)00 
Sa% Notes due 1998 


L ehm i n Bepth m Iiwnwrional 


Fctre«.mlW 


Empresas ICA Sociedad 
Connotadora, S.A. de C. V. 


U.5.S2Z5.000.000 
Fixed RateNoces due 1998 


Le h m a n Bnnfa en Inten%ariiwial 




Credit Local de France 

Can.$200J)00.000 
Notes doe 1998 


lehman BiodiefsIntCT Parinnal 


.NtivdrlW 


Intenutioiul Bank for 
Reconsouction and Development 


U.S.S100JX)0JI0D 
Step'Up Re co v erv Floating Rate 
Notes eSURPs") due 1998 


Lehman Ptwhsis International 


/Spnil«93 


p ABN'AMRO Bank 
ABN AMRO Bank N. V. 


U.B.SIOO.000,000 
Subordinated Collared EToating 
Rate Notes due 2005 


Lehman Bfodiers [neematiocial 


As these iransacrions demonscjnce. issuing debt success- 
fully in today's global marketplace depends on the 
experience of your panner in local markets, world-wide. 
Now, more than ever before, issuers and investors alike 
face growing uncenaina- in fixed income markets. The 
sheer volume and complexity of offerings, added to daily 
Ruauations in currencies, intensifies the need for 
comprehensive and timely dau and market intelligence: 
toe kind we proride lo ourdientsacross theconcinent and 
around the world. 




African 

Development Bank 


U.S. $500,000,000 
Bonds due 2023 


OoM«ynSai^htciiatMiton 

^L^Un Brocfaen Fotanujoiul 


IN-DEPTH, INDEPENDENT ASSESSMElsTTS 
OF THE MARKETPLACE. 


and pricing of an offering. Todax Lehman Rr« k 
indices are recognized as^ th^ Lehman Brothers 
ponfolio 

integrated approach when r>t«w 
resources of^our entire 

trading and research. Only thin can^H^ hiiance. sales, 
appropriate solution for each client. 

WORLD-CLASS DISTRIBUTION 
WORLD-WIDE. 


As a major market maker widi offices in 33 fcev citie.s 
around the world. 10 within Europe, we offer diems the 
widest range of products arailable in the broadest range 
of markets, maturities and currencies. Our continuous 
contact with issuers and investors world-wide, means we 
are sureiegically positioned to interpret market infor- 
mation effectively and advise issuers on the best structure 


insututionalandiiidivitiuaJim^iu^ ^ ^ the woikTs 
quickly and smoothly, in P’^eanofferiog 

managed U.S..t7.000.600 MO in 'car. we lead 

for diems world-wide While markets 

ensure liquidity for our dieniv I h alone wouW 

major trader in the active Brothers is also a 

success comes solely from for issues. Our 

If vou are interested in of oar clients, 

income, we are ready to work wiff,® 


Lehman Brothers 

INTERNATIONAL 


Lduun Bredien inicnBuoiu] tEunpe; n a m«mb« oTSF.^. 
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EUROPE'S LEADING DEBT 
COLLECTION COMPANY 
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Net Profit through Ncm'orklng 


NEWBRIDGE 
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INSIDE 


Packer and Murdoch 
in satellite bid 

tfw government-owned telecom- 
municate ^er, has joined forces with 
Corporation, Mr Rupert Murdoch's US-ba^ 

group, and Mr Kerry Packer's Channei Nine 
totovisjon network to bid for Australia's first satellite 
television licence. If the bid is successfid it would 
Mtebllsh Mr Packer as the dominant force in Aus- 
tralian commerdai broadcasting. Pa^ 19 


European Monetary System 

The European exchange rats mechanism's grid 
undenwnt a change last Friday, when the p e seta 
Ml victim to another strong speculative attack. The 
Spanish currency is now bottom of the ERM grid, 
some Vb a percentage point below the next weak- 
^ amrency, the French franc. Although the peseta 
fell through Hs centrai rate agemt the D-Maik on 
Friday, it is still some way above its ERM floor. But 
the sede of Intervention by the Bank of Spain and 
euccesehre rises in imersst rates have provided 
only a limited support to the currency. 

Peseta remains vulnerable. Page 3 
Currencies, Page 31 
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The chart shou/s the member cufranciOs of the 
exchange rate mechenism meesured against the 
weakest currency In the EMS'a narrow 2.25 per 
cent fkjctuetion bmd. In practice, cuirendes In the 
narrow band cannot rise mom than Q. 2 B per cent 
from the weakest currency In that part at the sys- 
tem. The Spanish peseta and Portuguese joseudo 
operate with 6 per cent fluctuation bands. 


Prospective p/e ratio 

The latest prospective p/e ratio for the ”500* Index 
for calendar 1993 Is 14.3, according to IBQI, the 
consensus estirretes service (last week 14.^ This 
compares with an IBES estimated p/e for the *500” 
of 18.4 (18.9) for calendar 1992. The oflicial FT esF 
ciriation of the Mstoric p/e, based on the latest 
reported earnings, is 17.87 (17.78). 
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Daf vans plant to be sold to MBO team 


By Kevin Done, Motor Industry 
Correspoixlent 

A MANAGEMENT buy-out 
front L^yland Daf Vans reached 
agreement with the administra- 
tive receivers at the weekend to 
take over the Bl rtningiiflm.h a8e d 
van operations of the failed 
Dutch commercial vehicle maker. 

A separate management 
buy^t of Leyland Dafs truck 
factory in Lancashire is ni«» 
expected to be announced, this 
week, securing the plant's 
remaining 900 jobs. 

The van deal is supported by 
Affldiflg of around £4Sm (t69m). 


W ALL STREET'S bond 
traders are on a rolL 
Not only have they 
been bringing in billions of dol- 
lars of revenues for their employ- 
ees In recent years, and millions 
of dollars in salary and bonusee 
for themselves, but they have 
also telfpti a firmer grasp the 
reins of management on Wall 
Street. 

Their rise is a tumround from 
the 1980s, when the investment 
bankers from corporate advisory 
and mergers and acquisitions 
(M&A) departments, who put 
fn flwthflr the multi-mUllon Hnllar 
transactions and earned the 
multi-million dollar tees, ruled 
the roost. Revenues from the 
M&A business have tumbled over 
the past few years, and with 
them the status of corporate 
advisers <"4 deafanakers. 

Rp«»nt managerial rhanpnm at 
big firms illustrate how the 
power base on Wall Street has 
shifted. 

In the most intuestzng move, 
Morgan Stanley surprised Wall 
Street tn early Mardi by announ- 
cing tltet Mr John Mack was 
repladng Mr Robert GreenhiU as 
president of the firm. B4r kteck 
emerged from the bond trading 
Side, having run Moigan Stan- 
ley’s (ized-income securities 
operations for six years. His pre- 
decessor was a veteran invest- 
ment banker, and one of the top 
M&A advisers of the iseOs. 

Later the same month, a man- 
agement shake-up was 
announced at Merrill Lynch. 
After the firm had created two 
management committees and 
moved executives, analysts 
labeQed Mr David Komansky, the 
bead of MerriU's bond operations. 


including equity support fnun a 
venture capital consorttum ted by 
3i, UR government finanwai aid 
Including regional selective assis- 
tance, and bank facilities pro- 
vided mainly by the Royal Bank 
of Scotland. 

The total Ainding li^udes the 
purchase price, working capital, 
and finandng of dealer stocks. 
Equity in the venture is under- 
stood to total around £7.Sm in 
both ordinary and redeemable 
preference shares. 

The deal marks the first rescue 
of part of the L^land Daf truck 
and van operations in the UK. 
which plunged into re^i«rahip 


as the winner in the reshuffle. He 
was given charge of both debt 
and equity trading and sales, and 
was promoted to the luw offlee 
the chief executive. 

Finally, at the eml o( bterch the 
investment bank Lehman 
Brothers named Mr Richard 
Fuld, a former bond trader, as 
sole president of tim company. 
Mr Ehild's appointment left bis 
former co-president, the M&A 
veteran Mr Tomilson HUl. out in 
the cold. Mr Hill promptly 
resigned. 

As Mr Michael Flanagan, an 
analyst at Upper Analytical in 
New York, says: ‘'Just from the 
examples we've seen over the 
past few months, the emergence 
of the bond trader as a manager 
on Wan Street is more than a 
coincidence." 

Mr Perrin Long, securities 
industry analyst at First Michi- 
gan, agrees. "Bond traders, and 
traders in general, are getting 
more powv. We saw that, for 
example, with the recent shifting 
around at the second- and third- 
tier levels of management at Mor- 
gan Stamley. And to some extent 
it's M&A people and the deal- 
makers who are losing out" 

M r Long, boirever, says 
there is nothing 
unusual about this 
power shift on Wall Street Tf we 
SP back to May Di^ (the aboli- 
tion of fixed brokerage commis- 
sions in 1975] and the 1970s, the 
big guns were from the research 
department. They then went 
away, and in came the M&A peo- 
ple during the 1960s, and they 
had their day in the sun. Now it's 
the tend p^ple who are having 
their day in the sun. They will be 


at the iwigiwninp of February as 
part of the finsncial collapse of 
Daf, the Dutch commercial 
vehicle maker. 

Mr Murdoch McKillop of 
accountants Arthur Andersen, 
one of the joint receivers, said 
the rescue of the van operations 
had ‘Tnit a whole comer of 
[LeyteM Oaf] Jigsaw firmly into 
plare". 

The MBO has saved around 975 
jobs at the Birmlxigham plant, 
with worlwrs agreeing to a pay 
cut as part of the rescue. Sepa- 
rate negotiations are under way 
£br the rescue of the other parts 
of the failed UK Leyland Daf 


in the driver's seat for the next 
couple of years, at least until 
interest rates come back up." 

Low US Interest rates a^ the 
steepening of the yield curve (the 
widening in differential 
between yields on short- and 
long-term government securities) 
have been key elemeats in the 
traders' success. 

Low rates have reduced finns’ 
total interest costs, which despite 
large debt loads are now shrmk- 
iiig to 1887 levels. And the steep 
yield curve has allowed traders 
to borrow cheaply at the short 
end and use the money to buy 
longer-term assets that not only 
earn higher rates of interest, but 
which also have been appreciat- 
ing conaderably in value because 
of the booming bond market 

In this favourable climate, 
bond traders have thrived. 
According to Hr Long, trading 
revenues at Wall Street firms 
reached glSJbn, up from S8.9bn 
in 1388. Over the same period, 
however, revenues from the M&A 
business have tumbled. 

In 1968, at the bei^ of the 
M&A boom. Wall Street’s invest- 
ment bankers brou^t in $l.37bn 
of fees tnm MAA transactions. 
By last year, fees were just 
8217.3m. Trading revenues now 


business ineludii^ the Multipart 
parts wardiouse and distribution 
operation at Chorley. Lancashire, 
the Albion axle and components 
plant at Glasgow, the marketing 
and sales operation at Thame, 
Oxfordshire, and file individual 
international businesses in sev- 
eral African countries. 

The rescue marks a more inters 
venticmlst approach by the UK 
government. The deal has 
received UK state funding both 
through regional selective assis- 
tance totalling around £4m from 
the Department of Trade and 
frldUStry, awd through Adritt^rmal 
finance of £4m provided to the 


account Ear a much bigger per- 
centage of total industry earn- 
ings. hi 1968, eamings from trad- 
ing accounted for about 19 per 
cent of industry revenues, while 
investment banking revenues 
(which include Bf&A. underwrit- 
ing and corporate advisory fees) 
accounted for about 20 ^ cent 
of the total By 1992. tn^ng con- 
tributed 26 per cent of revenues, 
while the share taken up by 
investment hanking had risen to 
only 12 per cent 
Now that they play a greater 
role in generating pn^ts. it is no 
surprise that traders are assum- 
ing more power on Wall Street 
Yet does this mean that firms 
wtU now concentrate their ener- 
{pes more on their trading busi- 
nesses. and less on the tradi- 
tional work of advising corporate 
clients? Such a strategic shift 
would make the industry's earn- 
ings, already very volatile, even 
more prone to sudden swings. 

A n emphasis among Wall 
Street firms on trading 
for their own account, 
however, is not a particularly 
new development Since the mid- 
1980s securities houses and 
investment hanks have increas- 
ingly pursued the shorter-term 


Birmingham Heartlands Develop- 
ment Corporation to purchase 42 
acres of surplus land at the Ley- 
land Daf van plant site at Wash- 
wood Heath In east Birmingham. 

The business plan prepaid by 
the MBO team is far more oiodc^ 
than the failed van strategy 
developed by Daf in the wake of 
its takeover of the fonner Freight 
Rover van operations in 1987 as 
part of its acquisition of Leyland 
Vehicles. 

The MBO team plans to con- 
centrate on the sale of basic, low- 
cost utility panel vans to large 
UK fleet customers. 

Trucks buy-out near, Page 18 


rewards of trading profits more 
rigorously than they have the 
longertenn returns from client 
relationship banking. The arrival 
of the traders at the top of the 
management tree can be seen as 
the miltwinaKffm of that process. 

As for the danger of increased 
ftarrung g volatility. Wall Street 
firms are weR aware of the poten- 
tial pitiiBlls. 

In the past few years many of 
the biggest players in the indus- 
try have added a new dimension 
to their earning profile by 
aggressively buHdlng up a pres- 
ence in asset management - an 
area traditionally dominated by 
the big mutual funds and money 
managers. 

The asset management busi- 
ness has grown quickly. In 1985 
the fees WaU Street firms earned 
from managing client accounts 
totalled $947m. Last year, the 
business brou^t in more than 
$3hn. 

So does this mean that execu- 
tives from the asset management 
will eventually take their turn at 
the top, perhaps after the trad- 
ers? It is unlikely, says Mr Long, 
who adds, only half joking, that 
asset management "just isn’t a 
sexy enou^ business for Wall 
Street". 


Soros puts 
$400m into 
rising gold 
market 

By Deborah Hargreaves 
in London 

MR GEORGE Soros, the 
international currency trader, 
has agreed to buy a 8400m stake 
in Newmont Mining, the Denver- 
based gold mining company, as a 
' way of gaining exposure to the 
rising gold markeL 

The company will announce 
today that ftmds controlled hy 
the Soros family have bought 
6.8m shares in Newmont and 
agreed in principle to buy a fur- 
ther 3.2m shares at a cost of 
$39.60 a share. The shares are 
being sold by General Oriental 
Investment which is controlled 
by Sir James Goldsmith and 
Lord Rothschild’s HIT Capital 
Partners. 

The sale will make Mr Soros 
the second hugest shareholder in 
Newmont Mining with 13 per 
cent, leaving Sir James with a 
stake of about 30 per cent Mr 
Soros rose to fame in September 
as he made a $lbn profit when 
the UE was forced to leave toe 
exchange rate mechanism of the 
European Monetary System. 

Mr Gordon Parker, Newmemtis 
chairman and president, said 
yestenlay that he "conlto’t have 
imagined a better home for fiie 
shares, for what it tells the 
world about sentiment on gold”. 

The gold market has been 
improving in recent weeks with 
the price reaching a six-month 
high of $347 per troy onnee on 
Friday. 

"We're seeing the confluence 
of gold as a commodity and gold 
as money,” said Mr Parker. 
Demand for gold from Asia has 
been increasing while production 
has remained steady. At the 
same time, Investors have 
Increasingly been buying gold as 
a hedge against uncertainty in 
the currency markets, fear of 
inflation and economic unresL 

Newmont’s shares rose by $3 
in New York trading on Friday 
to $45% while trading in gold 
fhtares on the Comex was 
extremely busy. 

Mr Parker said that Sir 
James’s decision to sell part of 
bis Newmont slake was consist- 
ent with bis plans when be 
bought into the company two 
and a half years ago. Sir James 
started selling Newmont shares 
in February when he placed 1.8m 
with institutions. At toe time, be 
insisted he was stfU bullish on 
gold. 

Sir James acquired a 42 per 
cent holding in Newmont as part 
of a deal with Lord Hanson in 
October 1990. 


Patrick Harverson looks at a shift in power as takeover experts lose status 

Bond traders take 




over the reins 
of Wall Street 



A cool look at 
the costs of 
global warming 


THE enviioament is a bit like 
Lewis Carroll's Cheshire cat 
where economic poUcy-making 
is concerned. 

Environmental arguments 
loom as large as life if they can 
be used to holster the case for 
unpopular measures. At other 
times, however, the environ- 
mental cause fete even when 
it may be vitally Important to 
the ftiture phs^ical and eco- 
nomic welfare of the nation 
concerned. 

Take two recent examples. In 
his March Bu^et. Britain's 
Mr Norman Lamont 
cUed last year’s agreement In 
Rio de Janeiro on a new UN 
convention on climate change 
as the reason for imposing 
value added tax on dmnestic 
fuel and power from 1994 and 
for UK government plans to 
increase road fuel duties by an 
average 3 per cent a year in 
real terms in future Budgets. 

T.pBa rtifln a month later, Mr 
rjmnnt gras in Tbkyo at the 
Group of Seven finance and 
for^n ministers’ mpaHwg to 
decide western help for Russia. 
Althou^ bfr Lamoutis Budget 
speech had referred to the pos- 
sible need for further co-ordi- 
nated international action on 
ginhai warming, he and his G7 
colleagues failed to consider 
any such plan when working 
out bow best to help Russia. 

Admittedly, Russia's prob- 
lems of slumping output, incip- 
ient hyperinflation and policy 
gridlock were and are pressing. 
Moreover, the pneeiv^ need 
of the West to provide spee^ 
support for President Boris 
Yeltsin pi^bly precluded an 
aiahni gte link between western 
support for economic reform 
anri action to clean up Russia's 
miviTonment. 

But Mr Lamont’s Budget 
speech referred to the Rio con- 
vention on cllxnate change as a 
"milestone in international 

efforts to halt global 
warming”. If it is that impor- 
tant, it clearly merited being 
taken into account In the <2i5- 
cussions over Russia’s eco- 
nomic policy. 

The reason why is spelt out 


in a recent work” from the Par- 
is-based Organisation for Eco- 
nomic Co-operation and Devel- 
opment makes clear that 
efforts to control global 
wanning by iiwiting - the emis- 
sion of gre^ouse gasses can- 
not succeed if they are con- 
fined to the industrial 
countries. 

' and the other former 
communist countries of the 
Soviet Union and eastern 
Europe have - alongside India 
and China - a key role to play 
in limiring the output of car- 


bon dioxide, toe most impm^ 
tant' man-made greenhouse 
gas, in the next 60 ye^ 

Using an econometric model, 
known as GRE!^, the OECD 
has concluded that its 24 indus- 
trialised member states would 
need to cut emissions by 44 per 
cen t compared with the level 
that coold be expected on a 
"business-as-usu^” basis if 
they were to act alone in the 
spirit Rio to stabilise tbeir 
CO* endssions at 1990 levds in 
the period to 2050. But this 
effort, which would inevitabiy 
cost output, would reduce 
world emissions by only 11 per 
cent from what they would 
otherwise be. 

“Thus”, the OECD says, 
"action to the dimate 

/-hang a issue must involve the 
major non-OECD countries 
wnit tprg- China. India and the 
former Soviet Union.” 

At first si^t, Russia Is not 
fixe biggi^ problem. On a bosi- 


nessas-usual ba^, the OECD 
projects that China and India, 
with their much larger popula- 
tions and rdatively unsophisti- 
cated technologies, will 
increase carbon emissions by 
an annual aveKige of 3.7 and 
3.9 per cent respectively in the 
from ISMl to 2060. By 
contrast, the growth of carbon 
emissions in the fonner Soviet 
Union is pityected at 1.4 per 
cent a year on average. In toe 
OECD area, emissions would 
grow by 1 per cent a year if no 
action is taken. 


On the other hand. Rusaa 
and the other former Soviet 
republics top the international 
league table for subsidising 
domestic energy prices. 

The OECD study makes clear 
^hat. only the western indus- 
trial countries actually Ux 
enei^. Coal prices in China 
and I ndia are kept lower than 
marginal costs. At the time of 
writing, the administered oil 
prices in the former Soviet 
Union were only a tenth of the 
world prices because recent 
increases in the official oil 
price had been offset by succes- 
sive rouble devaluations. Rus- 
sia’s domestic oil prices have 
fluctuated wildly in relation to 
the world price in recent 
m nntha but are now estimated 
at only 4 per cent of world 
prices compared with about 
one third last autumn. 

The OECD study estimates 
that worldwide energy subsi- 
dl» (net of taxes in the Indus- 


Economics Notebook 

By Peter Norman 


trial countries) amount to 
$235bn In 1985 prices and 
exchange rates, which is equiv- 
alent to a sutoidy of $45 per 
too of caihon pumped Into the 
atmosphere. Subsidies in the 
former Soviet Union alone 
totalled $l63bn, an implicit 
suMdy of $175 a ton of cartxm 
produced, it says. 

RiiminflHng energy subsidies 
worldwi^ cmild go a long way 
to cutting carbon dioxide emis- 
sions. C^culations based on 
the GREEN model suggest that 
subh a lefonn would cut world 
emissions by almost 20 per 
cent btiow busixtess-as-usnal 
levels in 3050 while also raising 
the real income of many non- 
OECD countries by improving 
the eSSeiency irith which 
energy resources are used. 

US and UK oEflcials argue 
that the International Mone- 
tary Fund’s economic refonn 
pw ygm™ for Russia should 
go some way to reducing such 
subsidies as Russia brings its 
ezmrgy pricM into line with 
world market levels. 

But if - and it may be a big 
if - we are to take global 
wanning seriously, it is diffi- 
cult not to conclude that the 
G7 Tniffflfd a trick in its recent 
negotiations in T^yo. 

Although it is always poui- 
hie to di^te the assumptions 
behind, a^ results from, econ- 
ometric «tercises such as 
GREEN, the OECD’s figures 
suggest that a huge effort will 
have to made In both the 
Industrialised and non-indus- 
trialised countries to limit 
emisrions of greenhouse gases. 

Making the environment a 
clear part of fim G7 aasis tanre 
for Russia would have pro- 
vided a useful precedent for 
the international cooperation 
agreements that will be needed 
to turn the aspirations of last 
pair's Rio earth summit into 
reality. 

*7Tte economic costs of reducing 
CO, emissions. OECD Economic 
Studies No 19. Winter 1992. 
FFr130 from OECD Publica- 
tions Senrice, 2 rue Antir^Pas- 
cal, T5775 Paris Cedar 16 or 
from BUSO. 


All Nippon 
Airways 
plans to cut 
dividend 

By Paul Batts, 

Aerospace Correspondent 

ALL NIPPON Ainrays (ANA), 
Japan's largest airline, is plan- 
ning to cot its dividend in toe 
face of the downtnni tn toe 
International and Japanese 
airline markets. 

The alrUne expects to report 
sharply lower net profits of 
aronnd Y3bn ($X7in) for the 
year ended March, 1993. 
against a profit of Y7.6bn pre- 
viously. 

Profits are expected to 
remain onder pressure dnriDg 
the next two years, Mr Isao 
Yagt, ANA’S corporate plan- 
ning director, said. 

Mr Tafll Kam^ama. ANA’S 
bead of international rela- 
tions, warned the dividend 
was likely to be trimmed. Tt 
represeoted 10 per cent ot the 
face value of the shares last 
year, this percentage will most 
probably be reduced this 
year.” be said. 

The airiise is embarking on 
rationalisation and cost-ent- 
ting, incloding increased nse 
of aircraft leaslz^, the reduc- 
tion in toe anniial intake of 
new recruits, the possible fair- 
tng for tbe fbwt time of lower- 
cost foreign cabin atteidants, 
and the redeployment of cor- 
porate headquarters staff to 
sales and marketing fimetions. 

Faced with a TlObn Increase 
in interest diarges, toe afarline 
Is reinix^ hack its 1991-95 
ital spending pn^sramme from 
Tl,300bn to TLOOCHm, and is 
delaying the introduction of 
some new aircraft. 

Tbe airline’s International 
operations lost money last 
year while domestic 
operations were profitable. 
Empty seats. Page 19 


GERMANY 


If your corporation is 
looking forafoothold in Ger- 
many or intends to broaden 
its existing base by an acquisi- 
tion, we can assist in search, 
approach and negotiation. 

As our domestic clients 
are usually entrepreneurs, 
proprietors or shareholders 
of privately-owned German 
companies, we are well ac- 
quainted witii their mentali- 
ty. We are sensitive to this 
when making approaches 
and during negotiation and 
valuation. 

If local competence is 
needed to realize your acqui- 
sition goals in Germany suc- 
cessfully, please contact us 
for further infonnation. 


Fuchs Consult 


Kieuzbeiger Ring 60 ■ 6200 WiesbjJen 
Telephone (X 49611)70 00 40 - Fax Cn 44611)71 04 04 




Deal soon on Leyland trucks 
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friipkc |£i50mtag I Changing image at Pearson 


By Ian HamlRim Faaey, 
Northern Correspondent 

A £40m<plu5 deal, including the 
management buy«out of Ley- 
land Dafs Lancashire truck 
Eactory, is expected to be Rnali . 
sed tl^ week following agree- 
ment over the week end by 
Barclays Development Capital 
to provide all the equity 
finance. 

An equity injection of £5m 
was the Bnal piece needed to 
complete a complicated pack- 
age involving the company's 
management, clearing banks, 
Barclays Development Capital 
and Lancashire Enterprises. 

Coopers and Lybrand, the 
management's principal 
adviser, will today start what 
it hopes will be final o^tia- 
tlons with Arthur Andersen, 
the Leyland Daf receiver. The 
aim is to complete the deal 


before Friday. 

If successful, the buy out 
would secure the 900 jobs 
remaining at the truck factory 
in Lejian^ Lancashire. Nearly 
1,200 jobs ^ve been lost there 
since Dafs parent company in 
the Netherlands went into 
receivership in February. If the 
factory was to dose, it would 
leave a gap in DaTs range of 
trucks in Europe. 

Under the deal now proposed 
by Coopers, Lancashire Eate^ 
prises - the privatised indus- 
trial development arm of Lan- 
cashire County Council - 
would buy the 230-acre site and 
1.8m sq ft complex of fiactoiy 
bondings fixnn the receiver. It 
would then lease back 800,000 
sq ft of factory space to the 
truck company's management 
- which Is all the truckmaker 
says it will need - and develop 
the rest as a science and tech- 


nology park. 

The ^ues of individual ele- 
ments of the deal have not 
been disclosed but Mr Tony 
Hyams, director of the Man- 
chester office of Barclays 
Development Capital, put the 
total tetween £40m and £50m. 

Mnnagpirwi nt WOUld buy the 
business and other assets - 
s(^ as equipment, stock and 
work-in-progress - needed to 
run it, but would be free of the 
burden of having to buy land 
and buildings, the bulk of 
which it does not need. 

Most of the management's 
deal would be financed with 
loans. It has been ta lki ng 
with Barclays and NatWest 

The package envisages 
deferred terms for the buyout 
involving a large down pay- 
ment, of which the equity 
injection is an important ele- 
ment StMed payments would 


foUow over several months, 
funded from cash flow. The 
company has sufficient con- 
tracts with the British Ministry 
of Defence and Daf dealers 
throughout Europe to guai^- 
tee future payments, provided 
it can keep trading. 

Lancashire Enterprises is 
confident sdxmt marketing the 
site, which is strategically 
well-placed near the M6 motor- 
way south of Preston. There is 
a large pool of skilled local 
labour b^use of the concen- 
tration of delining and defence 
indostries in the area 
Mrs Louise RTlman, leader of 
Lancashire county council and 
deputy chairman of Lancashire 
Enterprises, said: *This deal 
would maintain truck produc- 
tion in the area and safeguard 
thousands of jobs among sup- 
pliers, many of whom are local- 
ly-ba^” 


Anagen valued at £40m in June float 


By Norma Cohen, 

Investments Correspondent 

ANAGEN, a biotechnology company with 
no sales to date, plans Co raise about £10m 
through a flotation in June. About 2S per 
cent of the company’s capital will be sold 
in the float through its brokers Albert G 
Sharp, giving a total market valuation of 
some £40m. 

Anagen is developing a line of auto- 
mat^ medical diagnostic systems follow- 
ing development of a fully automated 


immunoassay system. 

The initial product, to be known as 
AN2000. is a ftilly automated immunoas- 
say system which is an ultrasensitive 
method of measuring the presence of can- 
cer markers, fertility hormones and other 
substances in bloo^ 

Mr Mervyn Sennett, managing director, 
said the company will not be ready for 
commercial production until November 
1993 althou^ its product is currently in 
pre-production. 

Its development costs - so far at £l4.5m 


NEWS DIGEST 


- are finawrpd by a consortium of venture 
capital firms led by Schroder Ventures and 
inclu^g CINVEN, the venture capital 
arm of the Coal Bo^ pension fund. Elec- 
tra Capital, Norwich Union Venture Capi- 
tal and Questa. 

Anagen has signed a marketing agree- 
ment with Organon Teknika, a subsidiary 
of Dutch pharmaceutical rhurriiMis com- 
pany Akzo. Teknika already markets a 
line of tests for such diseases as hepatitis 
and HIV, considered complementary with 
the product line contemplated by Anagen. 


18 % rise 
for British 
Assets Tst 

OVER THE six months ended 
March 31 1993 net asset value 
of British Assets Trust rose by 
17.9 per cent to 10S.9p. 

In particular the trust bene- 
fited, as a consequence of ster- 
ling’s devaluation following 
exit from the ERM, from hold- 
ing overseas assets. 

A year earlier at March 31 
1992, net asset value stood 
at 84.4p. 

On die revenue side the half 
year produced a total of 
£14.6m. against £16.7m. Net 
available for ordinary worked 


through at £7.4lm (£T.47m) 
equal to 1.93p (l.95p) per 
share. 

The second quarterly divi- 
dend is l.OTp (1.04p) indicating 
a total for the year of not less 
than 4.28P <4.19p). 

Fleming Conti 
asset value rises 

Fleming Continental European 
Investment Triist reported net 
assets per share of 27lp at 
March 31, a IS per cent 
increase on the 235p of a year 
earlier. 

Net revenue for the year to 
the end of March was £1.8m 
(£1.55m) for earnings per share 
of 2.7ip (2.32P). A single final 
dividend of 2.7p is bei^ recom- 
mended. compared with a total 


last time of 2.8p. 

• The net asset value of 
77.53P shown for Fleming 
Income and Capital Investment 
Trust on Frid^ was attribut- 
able to the ordinary shares. 
The value of the unit was 
110.83P. 

British Empire 
Securities ahead 

Net asset value at British 
Empire Securities and General 
Trust rose 30 per cent over the 
12 months ended March 31 1993 
to 78.66p, compared with 
ei.isp. 

At September 30 1992 it was 
shown as 60.47p. 

In the half year ended March 
31 1993 gross income came to 
£2.05m (£1.74m) including 


£338,000 (£65.000) gains from 
dealing s. 

Earnings per share were 
0.59p (0.3p) and the interim 
dividend is unchanged at 
0.25p. 

Jove Investment 
capital growth 

At February 28 1993. net asset 
values of Jove Investment 
Trust had shonii increases. 

Per capital share the growth 
was from 29.04P to 38.^ and 
per income share the rise was 
from 51.5p to 51.84p. 

The revenue account shov;ed 
total income at £l.52m 
(£l.o5m). Earnings per share 
were 534p (5.59p> aj^ a diti- 
dend of 5.6p (5.4p) has already' 
been paid. 


ESKOM 


ONE OF THE WORLD’S TOP RVE... 

Eskom. South jUrica's nadonul elec- 
triclri' utilln'. generates more tlian 
half of the electricltv' consumed in 
the whole fVfrican continent, and 
more than 90% of that consumed in 
its domestic market. U is the iburth 
lar^si utility in the world in both 
.sales and f^nerating capacirt; ac- 
cording to theToktt) tlectric Power 
Company's giobai'eomparisons. 

...AMONG THE WORLD'S TOP TEN... 
Despite the severe drought, the 
world recession, and political 
upheavals, sales in 1992 fell by onlv 
0.4% and the avenige growth over 
tlie last 5 years was 2 .h% per year. 
With a strong balance sheet ( total 

1992 RESULTS 

InKnullion 1992 %dungtf 

199172 

Tumcmr 12.649 7.9 

Nut inoinw- l.-)89 4S.6 

Auxuniulatud nsicrve< jt vnJ 
uT'vtfiir M.9K5 ii.2 

Oificr tuM.'rvm ant] ]xuvbilon.s iU 36.3 

Nut iniciUK-husuing debt 2?.6lu 1.3 

bilufian-ink! luIHUt^ 2.3-)0 16.2 

'Utul a-i-c-ia 42.45S 5.3 

Kk'utricliv siks (GVCh I 1 3H. 126 -0. \ 

Nominal capauity < MW ) 39.060 1.7 

On 31 Ou-u-omlxt 1992 Rl.OO - L’S$ 0.33. 

Sjfcs gnnvth in 1992 was — 0 .h% 

^^vragu‘ aniiiul salus growtli usvr the last Sw 
wars wa.<i 2.4V 


tissecs exceed •r2 biilron rand ie. L3 
billion US dollars, Firm control of 
costs and cupii:d expenditure, and 
increasing interest cover, Eskom's 
financial management is :unong the 
best. Its ueasurv' was named as one 
of the top 10 m the world in the 
recent international risk manage- 
ment awards held by the Economist 
Intelligence Unit and Emcor Risk 
Management Consulting. 

...AND ONE OF THE WORLD'S 
BOTTOM FIVE 

As an independent, .self-Hnancing 
company, with excess capacity- 
tlirough the rest of the century, 
Eskom is committed to extending 
its efficient distribution system to 
bring the social and economic 
benefits of affordable electricity to 
several million more homes and, 
through the development of 'a 
regional grid, to neighbouring 
countries. And we mean affordable. 
On price, the UK Electricity Associ- 
ation has ranked Eskom as the 
second lowest in the world. And we 
have given a commitment to our 
customers to reduce the real price 
of electridw by a further 20% over 
five years, we are one year into that 
period and have acliieved a r^ 
price reduction of 4.9% already. 


Electricity holds the key to social and 
ECONOMIC PROGRESS IN SOUTHERN AFRICA. 

FOR DETAILS AND COPIES OF THE 1992 ANNUAL REPORT PLEASE WRITE TO 
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MORTGAGE SECURITIES (N0.3) PLC 
£117,000,000 Multi-Class Mortgage Backed 
Floating Rate Notes due 2035 

Notice w hereby siven that, pursuant to Condiiiun 5(c) of the 
Notes, the Issuer shall redeem: 

£10411.00 per Class Al Note 
£0.00 per Class A2 Note 
£0.00 per Class A3 Note 

on the next interest Payment Date, lieing April 30, 1993. 

MORTGAGE SECURITIES (NO,3) PW 

Dated: April 26, 199.) 


Naliornvide 


£80,000,000 

Snbordina^ Hoating Rate 
Notes due July 1998 

E«f the three months 2 1st 
April. 1993 CO 21sc July. 1993 
the Notes will carry an intecese 
rate of 6%% per annum with a 
coupon amount of GBP 166.73 
per GBP 10, (XX) Note, payable 
onJUcJulv. 1993. 

NadoDwlde BiiihUng Society 

Bi^SKUnAtlimi 
UmJ m ihc LuwntiuHi Stock Ewhsnge. 


U.S. $75,000,000 
SWEDBANK 
(Sparijankemas Bank) 

Subordinated RoaHng Rate 
Notee due 1997 

Notloa Is hereby Qlven But tor the 
iMnOie InteriMi Penoe from 
Apifl 26. 1893 le ,Wy 26. 1993 
the Notes «a eeiry an imeiest Reta of 
34375% per amura The himsi pay^ 
able on the leleMni imeie a t payment 
date, July 26. 1893 MU be u.S. 
82.172.31 WW U.S. 86669 lespec- 
IMely lor Notes in dsnotrsnenons ol U.S. 
82SD.OOO and U.& SIOAOO. The eum ol 
U.S. 366^9 wiH be payable per U.S. 
810,000 prlnolpal amount ol RegWered 
Notas. 

By;neGti8HllaMBRM,lU. ^ 

l6ota,ABB8Bmk 
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on Field 
in summer 

jya ^ X smile that Pearson had 

11013.11011 ••started wearing its hair just a 

shade longer." 

ByAnd.«,Bolger He was refeniag M the 

pTannod acqUlSltiOU Of Tn2ID€S 

FIELD GROUP, one of the hy the pubEshi^ banking and 
longest established and big- Indostri^ group noted more 
g yfff Afli -fon panfcafl iT^ g p mnpa. for csotion and a lather wu- 
nies in Britain, wm come back servative outlook than getting 
to the stodc market timn^ a involved in racy and high risk 
flotation in the snnuner which businesses such as indepen- 
is expected to value it at about Dent television productum. 
£150m. Yet with irrevocable under- 

Fleld was first listed os the takings already given for 
stock rwwihang e in 1929, bnt Thom EMTs 5S.S5 per cent 
has had a series of different stake in Thames at 200p _ a 
owners since ln^ng purchased share, Iiord Biakenham, chair^ 
by Reed in 1965. In 1988 it was man and chief executive of 
sold as part of the manage- Pearson, will soon find him s elf 
meat bny-ont of its parent’s In control of Rumpede of the 
paciirag in g interests, Reedpals, Bailey, the smutty double 
whidi was in turn acquired in entendres of the Benny Bill 
1990 by SCA, the Swedish Show and Arthur Daley's 
paper and packaging group. ^finder. 

reoeskm cau^ SCA to But why should Pearson 

sell Field in 1991 thmngh a want to buv’ Thames when its 
£109m management buy-out principal asset, its broadcast- 
led by Mr Jim GUebrist, the ing licence, has already b^ 


Rav Snoddy looks at its strategic move towards TV 1 i ( ) j f 

M. - fnrn fimimS- 1 III I 

* * 
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totally new departure, 
publishii^ group already h^ 
s^es in BritishSky Broadcast- 
ing, the sateflite television ven- 
ture, and in Yorkshire Tyne 
Tees Television. 

However, last autumn the 
Pearson board took a strategic 
dedsioD - that it bad to have a 
more central role in visual 
media to complement its profit- 
able but mature print basM 
companies such as the 
Financial Times and Pengum 
Books. 

Altbongh Pearson has no 
plans to dispose of its oil se^ 
vices and flna <»hina businesses 
- at feast for the forese^ble 
future - the company is likely 
to move towards being a more 
tightly focused media and 
entertainment group. 


A gainst such a back- 
ground Pearson and 
Thames were destined 
to meet 

Parts of the Thames deal are 
ea^ to value - otbere much 
less so. Apart from a net cash 
balance of £l3.8m there is the 
reemttiy revalued £20 m sta ke 
in the Astra satellite system 
and freehold studios at Ted- 
dington. 

The Thames programme 
library of more than 10.000 
hours has been variously val- 
ued at amounts ranging from 
. £ism to £S0m. Mr Derek Hunt, 
the retiring finance director of 
Thames, insi^ the truth defi- 
nitely somewh^ between 

CROSS BORDER BMA DEALS 


company's chief executive 
since 1986. 

In spite of these changes of 
owner^p, Mr Gilchrist said 
the business bad cemtinned to 
grow steadily and now bad 
14,5 per cent by value of the 
HE market for folding cartons. 

Held’s cartons are used to 
package brands such as 
Kodak. Cadbury's Milk Tray 
and Chivas RegaL and a signif- 
icant proportion of its output 
is export^ Sales for the year 
to April 4 are estimated to 
have grown from £l24m to not 
less than £135m. 

The group employs about 
1,900 petite and has six manu- 
factoring sites in the CE and 
one in Belgium. Some 600 
employees participated in the 
1991 buy-out, which was 
oiganised b}' C^TEN, the ven- 
ture capital arm of the Coal 
Board pension fond, and Bar^ 
clan's Bank among others. 

Mr Gilchrist sai& "By focus- 
ing on market sectors with 
international exposure such as 
confectionery, driuks, tobacco 
and pharmaceuticals. Field 
has proved resilient to the 
recession, increasing sales by 
an average oS II per cent per 
annum over the last five 
years." 

Field is to use the proceeds 
to help it expand steadily is 
higher-margin areas such as 
pharmaceutical packaging. 


lost to Carlton Communica- 
tions, why should Thames 
be seen as a "nice little earner" 
worth just under ZKXhn? hlany 
of its remaining assets, pro- 
grammes such as Hiis is Your 
Life and iiVisb You Were Here, 
have been around a long time 
and could be replaced iv ITV 
St any Hme after the end <£ 
this year. 

Pearson's decision to buy 
what is now the UK's largest 
independent producer is not a 


those two figures. 

The programmes already 
being shown are tiie UK Gold 
Library Channel laaocbed on 
satellite by Thames and the 
BBC. -A second channel of-gmt- 
eral entertainment aimed 
at women is expected 
in the autumn. 

P j-ogramme making is 
even more di£5calt to 
value. ITV will pay 
Thames more than £f(h& this 
year for its program mes. many 
of them in the ITV t op 20, b ut 
so Car no longer tenn contra^' . 
have been signed. Rating win. • 
ners such as the three ti m es a 
week police series The BiQ are 
likely to have a consideraUe 
life on ITV. Thames lim^ 
term success will depend on its 
ability to come up with. new 
for sale to UK broadcast- 
ers and international mariteta 
But even if a fraction of tiie 
hundreds of televison channels 
now being promised actually 
materialise, then there wfil be 
a growing demand for pro- 
grammes from those who own 
the ri^ts in them. 

Thsmes represents the coe 
of a ready-made televisioD divi- 
sion for Pearson. But Mr Ftaak 
Barlow, managing directm' of 
Pearson and currsit chairman 
of BSkyB, clearly sees it as 
something of a beginning. 
Stakes in other broadcasters 
around the world and the 
launch of new international 
channels could follow. 
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Schlumberger 


SCHLUMBERGER FIRST QUARTER 
1993 EARNINGS 

New Yoric, New Yoris:. April II - Schlombeiger Timiteri reported today 
(hat Rat quarter iocome. before aa estraortHaaty itein, wu 5133 
millioa and eanungs per store were S0J5, a decline of 15% over the 
same period lost %‘ear. Operating levenoe was $1.60 Inllion, up 3% 
over one year ago. The extraordinary item was a charge of $248 
millioa or $1.03 per share relating to adoption of the new acaniotiag 
standard for post-Fetirement benefits bi^nning January 1, 1993. 

Active drilling rigs worldwide were levd with one year agp. The 18% 
increase in ngs in North America was offset by declioes in the rest of 
the wodd. The 8% increase in Scblumbeiger Qilfidd Services revenue 
can be attributed to the acqulddoos announced at the end of 1992. 
Firmer gas prices, which are behind Che rise in oQGdd activity in North 
America, seem to indicate that the supfdy of natural gas is now doscr to 
demand than at any line in the last dixade. This cUitarinti will result in 
continued improvement in results in all of our North American 
compoiues led by Wireline & Testing and Dowell (now 100% owned). 

Measurement & Systems revenue decreased 4% due primarily to a 
significant weakening in the European economy and dafnte a strong 
perfoimaoce at Automatic Test Equipment. 

According to Chairman Euan Bmrd, "The continued strength and 
growing importance of the industrialized nations of Asia coupled with 
the slowly improving conditions in the United States give the 
perspective of real growth in the world economy as a whole later this 
)rear. The resulting increase in eoeigy demand should spur renewed 
exploration and development activity waddwiife in 1994". 


This noDCc a published in accordance with the requimnencs of ihc 
Intcmaciona] Suefc Eacbange of ihc Uniicd Kingdom and the Republie 
of Ireland limiied (the "London Stock Bxdiange") , it does not twitr i nn i * 
an inrincion to cbe public to subsenbe for or to purchase any securities of 
Barclays Bank PLC (the -Blink"}. 


JXu nuKT u tnunJ in cotnpli(utce miA ike rrenatttieMi o) rhp liOiTtaRa'si Srw<: 
Exchage cf ike (Jnirai Kiugjim end ike Reputlic ttfJrrhtnd Ltmard ( "lAi' Lradm Shvk 
fr does iHK nuiKiiutt an' offer or an innkaion le iutf persan to wAunibr tar 
or partiusr any »f die erdtHiVT dmgf AoditvOon kas bet^ meAf Iwdeo itoek 
Esiiiartee foe rte wtofc c(/ i*r wdinary shore capital ef Simh-fifk' Imrftmeeu PLCflke 
Company! to be admitted to the Official iju. 


Bruotdiffe InTestments PLC 

(Resamed iii Englirnd under ihe Compariia Att IW Sumter 4'HiOl 

to be reimmed 

Bnuitdiffe Aggregates PLC 

Proposed placing 

of 16,000,0(X) new ordinary shares at 25p per share 
and 

Introduction to the Official List 
by 

SOCBETE GENERALE MERCHANT BANK pic 

Acquisition of Lorasen Holdings, Inc. and 
Ideal Aggregates Limited 

Conversion of preference shares 
Change of name and other proposals 

SHARE CAPirAL 

The following t^le shows the auiborised shan cairital of the CaaiDas\ aau its. 
issued share apital as it will be followtiiB the prap^ •.auipany aod ics 

Autiiorued Issued and aow 

No. oTsliaw^ £ ^ e 

shares of lOp each 24.9l»oS 2.490000 

y)OMa 30.000 ddened shares of lOp each 300.000 30XN0 

FoUawi^ completion of the above proposals, the Comoanv win k» 

Listing l^nie^ dated StIiAprU. IWSareavaBableduniMDormaih,**— 

indiidhi* lOth ™'>‘. and np"iS^ 

Binnleeham 83 ZDL LSoowFfSsiS' 

2«lb6pnLI993 



BARCLAYS 



BARCLAYS BANK PLC 

(tneoipurauJ tttti bunted kabdioi m England: Regttta^ \a I026I6V 

Issue of 
CS5S00,000,000 

8*/« Convertible Capital NoCes, Series E 
in USS 25 imiw, each unit oonristing of 
one SVo Note, Series El, one 8% Note, Series E2, 

ofU520 principal amount of USS5 priaripal amount 

iomertMt a! ihe optum of Bardayt Bank TVjC imo 

Non-cumtilMive 

PrefereiiGe Shares of US$0.01 in Barclays Bank PLC 
Issue Price: 100V« 

Application has beat made n the Stock P«.4ninr - the ' 

S^o Convenibk Capital Notes, Series E (the "Notes") to be admined n the 
Ofiicial List. The Notes consdnne undated subordinaiud d^ seeurities 
of the Bank. 

Copies of cho listing httindais tdauiig to the Bank and die Nota may 
be obuincd during imrnal business hours on any wededay (Saniidays 
and public holidays excepted) up to and IndnJmg 28rii 1993, (br 
uullucaon only, from the Company Announccmcnis Oflke of the t /in d op 
Slock bxchange, The lamdon Siodt Exdiaiige Tower, (2iqid Court 
entrance, off Battholoiuew Lane, London EC2 and up u and 
lOih May, 1993 him Barclays Bank PLC, at Johnson Siturke BuQdmg, 

4 RpysIMinr Cdur, ijondon EC3N 4HJ sad arSQDckExchaoge Sendees 
168 Feachureh Street, lamdon EC3P 2HP. 


26lh April, 1993 


LISTING SPONSOR 

Cazcnove&Co. 


BusinessWeek 


This week’s topics: 

A Strong Yen Makes Japan Stronger 
Taiwan Hooks Its Future To China 
Could Russia Itself Breakup? 

Chrysler's Bold New $8,600 Car 

Amid Woes, IBM Has A PC Winner 
^or subscriptions: From UK call oeaa • 2343,3 

Jjfgi^ailableatyournewsa! 

1 . ®«»lnes!Week liiternatlonal ^ 

14 »d ca,,. cH-1006 Laieanm Tin. 41-2, -a, 7 . 44 ,, 
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Packer, Murdoch 
in joint satellite 
TV licence bid 


COMPANIES AND FINANCE 


By Kavin Brown in Sydney 

TELECOM Australia, the 
govemment-owned telecWmu> 
nications carrier, has joined 
forces with News Corporatloa, 
Mr Rupert Murdoch's US-based 
media group, and Mr Kerry 
Pacicer’s Channel televi- 
sion network to bid for Austra- 
lia's first satellite television 
licence. ' 

If the bid is successful it 
would establish Mr Packer, 
proprietor of the Consolidated 
Press Holding media group, as 
the do minan t force in Austra- 
lian commercial broad^ting. 
It would also mark the return 
to Australian broadtaking of 
News Corp, which controls 70 
per cent of dafly newspaper cir- 
culation tbrou^ its News sub- 
sidiary. 

The consortium said other 
Investors miifot join the con- 
sortium before the end of the 
week - the bidding dpadiing 
for two four-channel satellite 
broadcasting licences being 
offered by the government. 

Australia’s two other com- 
mercial television broadcasters 
are b^eved to be seeking a 
role in satellite television, as 
are a number of US media 
groups, including Time 
Warner, Times Mirror and the 
Los Angeles llines. 

Independent Newspapers, 
the Iriki newspaper and a sub- 
scription television group run 
by Mr Tony O'ReiU]', rfifltrman 
of Heina, the US fool manufac- 
turer. Irnve expressed a wish to 
become involved. 

The inclusion of Telecom 
gives the consortium signifi- 


cant technical Hexibility if 
problems emerge in tbe d^el- 
opmeut of the digital transmis- 
sion system which will be a 
condition of both iiw> ncfts, 

The formation of the consor- 
tium clears the way for a U& 
based bid for the second 
licence, which was reserved for 
new entrants in an attempt to 
reduce the concentration of 
Australian media ownership. 

The uncertain^ about the 
shape of subscription televi- 
sion services adds to confusion 
about the future of the John 
Fairfax Holdings newspaper 
group, the main competitor to 
News Corp. 

The government agreed last 
week to allow The Telegraph. 
Mr Conrad Black's UK newspa- 
per group, to increase its 
shareboldl^ in Fairfax from 
15 per cent to 25 per cent to 
“safogu^** its investment. 

In spite of its small share- 
holding, The Telegraph has 
management control of the 
group, which publishes the 
Sydney Morning Herald. The 
(Melbourne) Age, the Austra- 
lian Financial Review and 
Business Review Weekly. 

Mr Packer recently acquired 
10 per cent of Fairto, but is 
unable to launch a takeover 
bid unless he reduces his con- 
trdUing stake in the Channel 
Nine network to less than IS 
per cent. 

• An article published last 
week referred to Mr Dan Col- 
son as deputyehairman of Tte 
Telegrapli. In tact, Mr Colson is 
vlce-kialrman of the board. 
Tbe deputy chairman Is Sir 
Frank Rogers. 


Mitsukoshi slips into 
red as sales fall 3.9% 


By Chariaa Ijeodbaater 
InTdfyo 

MITSUKOSHI, Japan’s most 
famous depeitcnent store yes- 
terday reported a Y2.16bn 
(5lS.Sm) pre-tax loss for the 
year ended February. 

The compare blamed tfaefaS 
"In* consumption plus a shift' 
away from the luxuay goods 
which Mitsukoshi is famous 
for. Mitsukoshi is fjiriTig tn ngh 
competition from a string of 
newer retailers. 

Ihe results reftect the difB- 
culties which Mit«aikniihi bas 
had in cutting costs in tbe face 
of a downturn in sales. It is 
bearing a heavy d e preda t lPD 
charge for aggressive expan- 
sion in tbe late 1980s. 

The Japan Chain Store Asso- 
ciation yesterday reported that 
sales last month were 4.6 per 
cent down from the year 
before, the sei^nth consecutive 
montt^ talL The decline was 
led by a 34 per cent foil in sales 
of household goods. 

Court gives 
to Marriott 

By Nikid Tait in New York 

A US court bas declined to 
diamisB the fraud suit brought 
by certain bondholders of Ifer- 
riott Corporation, against the 
hotel and food services groiqi. 
Tbe boni^der group is led by 
PPM America, the Chicago- 
based US fund mani^ement 
arm of Britain’s Prudential 
insurance groiQ). 

The controversy centres on 
Marriott's plan to demoge its 
financlally-healthy lodging 
business, leaving tehind a 
T- o rn pany which retains the 


Mitsukoshi sanu^ from a 
YlQ.Sbn pre-tax prcAt to the 
Y2.16bn loss on a 3,9 per cent 
decline in sales to Y842.4bn. 

Mitsukoshi s^d it would pay 
an unchanged atimmi dividend 
of Y8 per share. It forecast it 
would move back into modest 
profit ia tbe oumlng year. 
"ItGtsiftorin's vnlnerability to 
a ^ in sales co n trasts with 
Daimaru, aTmtihta- department 
store operator, which reported 
a 23.2 per cent fall in pre-tax 
profits to Y4.6bn on a 62 per 
cent fan in sales to Y5692bn. 

Matsukaya department store 
group reported pre-tax profits 
for tbe year to the «d Feb- 
ruary fell to Y3.8bn from 
Yl0.2bn in 1992 on sales of 
Y^LSbn, dovm from YS0L9bu. 

Nagasaklya. the leading 
supennaiket chain, reported a 
consolidated pre-tax loss of 
Y227bn in tbe year ended Feb- 
ruary, its first loss since listing 
on the Tokyo stock market in 
1963. it sales were 32 per cent 
down at Y49422bn. 

go-ahead 
bond group 

property assets and the bulk of 
the group's large debts. 

The PPM-led bondholders 
alleged that Marriott sold them 
debt securities in tbe spring of 
19^, when it knew of ttie plan. 
Marriott, which anziounced the 
plan last autumn, sought to 
have this suit dismissed. 

Judge Aexander Harvey, in 
the US district court in Itery- 
land, denied to dismiss four 
counts of the complaint but 
tfietnissarf a fifth cooQt This 
allows the PPM-led bond- 
boldWs to go ahead with tbe 
j^trial "discovery” process. 



2000 DESKS IN STOCK 

FOR IMMEDIATE DELIVERY 

Matthews Office Furniture 
36/40 Maple Street 
WIP 5GD 

Telephone: 071 255 1516 


Chrysler 
share sale 
raises 
$100m 


By Martin Dickson 
in New York 

CHRYSLER, the US ear 
maunfactarer, bas raised 
SlOOm by selling a further 
tranche of its sbuebolding In 
Japan’s Mitsnbishi Motors to 
US investors over the past few 
weeks, the company 
announced. 

Chrysler said the sale of 
15.5m shares left it with a 
holding of about 35m shares In 
the Japanese vehide manoiac- 
tnrer and cut Chrysler's stake 
from aboot 52 per cent to 4.1 
per cent 

Chrs^ler has been gradoaily 
reducing its hUtsnbishl stake 
as port of a phut to eonceii- 
trate financial resources on its 
own motor operation. 

In Sfareh 1^ year, Chrysler 
sold aboot 43.6m shares In the 
Japanese car mannfaetiirer for 
about t218m. 

Chrysler said the company 
planned to sdl Its remaining 
Bfitsobishl shares, which are 
worth some S^Mm at current 
exchange rates, but had yet to 
set a timetable for the dis- 
posal. 

It said it may take a gain on 
tbe latest sale into its seeoi^- 
qnartsr earaings. 


Empty first class on All Nippon Airways 

Paul Betts on the response to dwindling domestic demand at the Japanese airline 

A ll Nippon Airways, about Y3bn ($68.5m) from while increasing revenues in 
Japan's largest airline y7.6bn in 1991-92. the difficult climate. Senior 

ami one of world's big- Profits are likely to come ANA managers Indicated that 


A ll Nippon Airways, 
Japan's largest airlfoe 
ami one of world's big- 
gest. suspended fm* one day its 
first class service on its Lon- 
<fon to Tokyo fli^t last Sun- 
day because there were no fee- 
paying first class passengers. 
On its Tokyo to Sydney route 
it has discontinued first class. 
And on its recently-launched 
Tokyo to Shanghai service it 
has dedded to offer only busi- 
ness and economy class. 

ANA has been hit by the tur- 
moil In the international air- 
line market as well as at home 
by tbe downturn in the Japa- 
nese economy. "We've seen a 
big decline in first and busi- 
ness class passengers of 
between 10 per cent and 20 per 
cent depending on specific 
routes,* said Mr Isao Yagi, the 
airline's corporate planning 
director. "As a result we are 
thiwiring of discontinuing first 
class service on certain 
routes," he added. 

The rationalisation of tbe 
airline’s first class sm'viee is 
only one relatively small 
aspect of a broad aeries oi mea- 
sm^ ANA is undertake to 
adapt Its opmations to difficult 
times. Although the airline 
remains one of the few big 
international carriers to 
remain profitable, it expects 
net earnings (at tbe year ended 
March, 1S93 to have fallen to 


about Y3bn ($68.5m) from 
yy.6bn in 1991-92. 

Profits are likely to come 
under even greater pressure 
during the next two years. "We 
are going to make the maxi- 
mum effort to achieve another 
Yen 3bn profit next year but 
It's going to be tough." Mr 

Vagi gate 

The airline's shareholders 
are expected to approve in 
June the appointment of Mr 
Seiji Pukatsu as ANA’s new 
president and chief executive. 
Mr Pukatsu, head of the ate 
line's domestic Air Nippon sub- 
sidiary. will take over from Mr 
Akio Rondo, who is to become 
vice-chairman. 

The new chief executive is 
expected to place the emphasis 
on rationalisation, unlike Mr 
Kondo. who presided over the 
airline's Internationa] and 
domestic expansion during the 
past 6\i years. 

Senior ANA officials 
acknowledged that the costs of 
Japanese carriers have been 
too high. 

However, they explained it 
was virtually impossible evmi 
in hard times to adopt the 
same sweeping approach to 
restructuring and job cuts as 
airlines in other parts of the 
world. 

ANA has established a task 
force to stud^ ways of improv- 
ing efficiency, cutting costs 


while increasing revenues in 
the difficult climate. Senior 
ANA managers Indicated that 
cost saving measures could 
include the hiring for the first 
time of lower cost foreign 
cabin attendants and a reduc- 
tion in the traditional 
intake of new trainee recruits. 
It has started relocating bead- 
quarters staff to sales and mar- 
keting tasks to strengthen tbe 
airline's marketing and sales 
operations. 

"We are also tryu^ to con- 
tract out some of our fimctions 
and have postponed the deliv- 
eiy of some new aircraft on 
order," Mr Yagi explained. 
ANA is cutting back its 1991-95 
capital expenditure plan from 
Yl,300bn to Yl.OOObn. It is 
resorting increasin^y to leas- 
ing rather purchasing air- 
craft. The airline is considering 
trimming its dividend. 

The aim of ANA officials was 
to improve competitiveness by 
reducing costs close to the 
level of rival US carriers. How- 
ever, they conceded it would be 
difficult to bring Japanese 
costs down to tb^ of other 
Asian carriers. 

The strategy is likely to slow 
down tbe rate of the airline's 
International expansion. ANA, 
whose operations have been 
centred in Japan where it has 
a 53 per cent share of the 
domestic market, started 





ANA has postponed the 
delivery of some new aircraft 

expanding into the interna- 
tional market in 1988. 

With a network covering 18 
international destinations, Mr 
Taiji Kameyama, ANA's head 
of international relations, said 
the company’s international 
route expansion was complete. 
The next step will be to 
increase the fr^uency of se^ 
vices on some of these routes. 
In the shorter term, the airline 
sees the biggest potential in 
the Asian and esj^ially Chi- 
nese markets. 

The company is slowing 
down the expansion of its 


international hotel business 
and has suspended plans to 
open a hotel in London. 

The airline's strong presence 
in the domestic market has 
helped it weather the down- 
turn better than Japan Air- 
lines, its rival which relies on 
international services for 70 
per cent of its business. But 
growth bas slowed down in the 
Japanese airline market after 
averaging about 10 per cent a 
year during 1985-90. 

"For the first time since 1985 
we bad a small decline in 
domestic passenger numbers in 
our fiscal year to March 1993." 
Mr Yagi said. 

In spite of a 0.3 per cent foil 
in domestic passengers to 
332m, these services remained 
profitable last year. 

By contrast, the intema- 
tiOD^ operations focing fierce 
fares competition lost money, 
although passenger numbers 
rose by 7 per cent to 1.574,201. 

ANA expects competition on 
international services from 
Japan to intenrify during the 
next two to three yeare with 
the completion of new runways 
at Tokyo and Osaka offering 
greater access for rival Interna- 
tional airlines to fly into the 
Japanese market. 

"Our domestic services will 
continue to be in the fotnre 
our core business," Mr Yagi 
said. 


PRIVATISATION OF GAS DEL ESTADO S.E. 

(Republic of Argenrina) 

Gas del Estado S.E., formerly the gas transmission and distribution system of Argentina, 

has been replaced by the following companies; 


Transportadora de Gas del Sur S.A. 
Distribuidora de Gas Mecropolitana S.A. 
Dvstribuidora de Gas Buenos Aires Norte S.A. 
Distribuidora de Gas del Cenrro S.A. 
Distribuidora de Gas de! Litoral S.A. 


Transportadora de Gas del None S.A. 
Distribuidora de Gas Pampeana S.A. 
Distribuidora de Gas Cuy'ana S.A. 
Distribuidora de Gas del Sur S.A. 
Distribuidora de Gas Noroeste SA. 


IN TEN SIMULTANEOUS TRANSACTIONS 
INTERESTS OF BETWEEN 6o AND po PER CENT IN THESE COMPANIES 
HAVE BEEN SOLD TO CONSORTIA OF INTERNATIONAL AND ARGENTINE COMPANIES 


TRANSPORTAOOR.A DF. CAS 
OKL SUR S~\. 

70% mM to 

ENRON CORP. IS 
PEREZ COMP.\NC .irtmiM 
APDT g^mii 
CITICORP t '5 
valuing the Company at 

US3 i,z(o million 

DlSTRiaUIOORA OF C.AS 
MKTROPOUTAN.A S-A. 
lOW mM ni 

BRITISH GAS VK 
PEREZ COMPANC Arr^^ 
ASTRA Ar^miim 
INVERTRAD Arpmaum 
GAS ARGENTINO AtvMnm 
valuing the Company at 
US$ 4p4 million 

DISTRIBUIDORA OF CAS 
BURNOS AIRFS NORTK SA. 

?oS «oM ni 

G.AS N.ATURAL 
CGC 
MANRA 

vtriuiiig (he Compan) ai 
US$ 381 million 


TRANSMISSION C0MP.\NIKS AND 
G.VS PROOL’CINC B.VSINS 


OISTRIBU'riON COMPANIES 



’ I Metropolitans 


dd None compsnv 
,mm del Sur companv 
l~1 Cat prodveing btoim 



Buenoi .\irca None 


DISTRIBUIDORA DF C.AS 
OFJ. CFNTRO S-V 

po% sold te 

SIDECO Artfmlilf 
ITALGA 5 

tsising rbe Company at 
US3 *00 million 


DISTRIBUIDORA DH CAS 
DF.I. LITORAL 5.V. 

pe% told Id 

TRACTEBEL 
IBERDROLA Sf^im 
BEMBERC Arfpmmm 

valving rtie Company at 
US$ 174. million 


DISTRIBUIOOR-A DE CAS 
NOROi^TK S-L 

90% told TO 

C.ARTELLONE 
CASCO aof 
BANCO FRANCKS 

valuing (he Company ar 
USf ler million 


DISTKiaVIDOlU DE CAS 
DKI. SUR S..t. 


TRANSPORTADORA DK C.L5 
DKI. NOR I'F S.\. 

ToS told to 

NOVACORP C'aoasb 
CCC .irgnHiM 
TECHINT 

V Bluing (he Company ai 

USS 450 million 

DISTRIBUIDORA OF C.\S 
PAMPKAN \ S.\. 


CAMUZZl G.\ZOMETRI 


luluuig (he CcNopanv ai 
^ USS million 

DI5TR/BUIDOR.I DF C.^5 
CUN ANA S.A. 


CAMUZZl CAZOMETRl imij 

vuluiilg (he Companv Ji 

USS 19: million 


SIDKCO ^rgrerrae 
ITALCAS luly 

valuing (he Companv ar 

USS Ml million 


The aggregate consideration received by the Republic of Argentina 

(cash, marker value of Argentine debt instruments and assumed liabilities) 

in respect of these shareholdings valued the companies at 


US$ 3.99 billion 


The financial advisers to the Gas del Estado Privatisation Committee of the Ministry of Economy 
and Public Works and Services of the Republic of Argenrina were; 


iman 




the republic of ARGENTINA 

NEW MONEY BOND DUE 1999 i 
NOTICE IS HEREBY GIVEN fof period beginai^ on April 

26lh 1993, »nd endiog on October 26ih 1993. The bond will cury AD 
iniwest me of 4 % per asBuoL 

Baiue Cennl de la Repubiiee Argemiu 

Republic o£ Argeniina RimaeUI Agem 


N M Rothschild & Sons Limited 

Banco de Galicia S.A. 


Goldman, Sachs &c Co. 

Argenbur S.A. 


March ippj 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Inflation news helps ease the recovery blues 


THE gilt market shrugged off 
the economic recovery blues, 
but is thought susce^ble to 
further attacks of this debili- 
tating illness in the weeks 
ahead. 

The flrst sign of this could 
come as early as today when 
the Centra! Statistical Office 
announces figures for gronth 
in UK output in the first quar- 
ter. Should this lead to the first 
hard evidence that the UK 
recession is over, watch out for 
cries of alarm from the gilt 
market which could affect this 
Wednesday's big gilt auction. 

Last week’s rash of economic 
data gave further signs that a 
slow upturn may be on the 
way. a development that gilts 
traders reckon could Mck off a 
spurt in inflation and bring a 
halt to the run of cuts in UK 
interest rates. 

The biggest concern on thw 
score came on Thursday when 


long gilts lost nearly half a 
point on news that UK unem> 
ployment fell last month for 
the second month running. 
The 26,000 fan in the Bflarch job 
queues, after a revised 25,500 
reduction in February, arrived 
with othw indicators from the 
car and housing sectors point- 
ing to a pick up in demand. 

At the end of a week of 
promising economic data, the 
government said shop sales 
rose a seasonally adjusted 0.5 
per cent in March compared 
with February, and were 4.1 
per cent higher than in the 
same month a year ago. 

However, by the end of the 
week gilt investors had p»ked 
up, on the grounds that infla- 
tionary trends were more 
favourable than these straws 
in the wind would indicate. 
Pointing In this direction was 
that average earnings growth 
dropped again in February to a 


yearoDryear 4.5 per cent from 
4.75 per cent in January, the 
lowest increase for 25 years. 

For manufhcturing. the rate 
dropped 0.25 percentage points 
to 5 per cent, while for the ser- 
vices sector average earnings 
drc^iped to 4.25 per cent, com- 
pared with 4.5 per cent 

The figures on wage inflation 
/-simp after several months in 
which w^ increases have 
been severely dented, and indi- 
cated that a take off in earn- 
ings demand may be some way 
in the ftiture. 

Business Strategies, a con- 
sultancy. and Gallup, a market 
research group, weighed in 
with a joint report saying the 
reces^on was still not over and 
that consumer confldetice In 

the first quarter of this year 
was 1^ the far from hi^ 
levels in the same period a 
year ago. The survey estimated 
that consumer spending grew 


UK gilts yield 

Ra6tttadatpar(%) 
B.S — 
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fay a minuscule 0.1 per cent m 
the first quarter compared 
with the flwai three months 
last year. 

A third pointer was Friday’s 
release of monetary data show- 
ing a £1.2bn fall in bank and 
building society lending last 


month. Indications from the 
retailing industn’. meanwhile, 
are that consumers are still 
some way from spending man 
money In the more luxurious 
end the food sector, a sign 
that any upturn may be 
e.xtremely slow. 

Sentiments sparited by this 
kind of doleful news pushed 
life into the gilt market on Fri- 
day, irith long gilts regaining 
much of the previous day's 
loss. 

While yi^ds on lO-year gilts 
changed little on the week, 
those on short-dated bonds 
were pushed op by cp to 10 
basis points on the week. 'Ihis 
was on the assumption that 
the UK government was 


us MONEY AND CREDIT j . 

Clinton’s Congress deteat 
shrugged off by markets 


THE fcUflpg of President Bill 
Clinton’s economic stimulus 
package has injected some 
fresh political anxieties into 
the US cre^ markets, thoii^ 
these were hard to discern in 
last week’s directionless trad- 
ing pattern. _ 

vr Clinton suffered his first 
large defeat m Congress on 
Wednesday when Democrats 
abandoned his much-vannt^ 
g cQ P pmic stimulus package in 
the face of a prolong filibus- 
ter by an unexpectedly united 
Republican Party. 

The setback, combined with 
the new administration’s 


usLikely to be in a hurry to cut | clumsy handling of s ^ eral 


base rates. In sjdte of the sur- 
prise redaction in German 
interest rates during the week. 

The size of the govenunmit 
borrowii^ requirement wiH for 
some time send shudders 


SWEDISH GOVERNMENT BONDS 


Riksbank cautious in spite of market cheer 


THE Swedish bond market had 
plenty to cheer about last week 
and yields ended Friday on a 
firm downward trend. 'The cut 
in German interest rates, a fis- 
cally tight budget package and 
reduced political uncertainty 
contributed to the positive 
mood. 

Given this and the recent 
strength of the krona, the deci- 
sion by the Riksbank. the cen- 
tral bank, to cut its marginal 
rate by a mere 0.25 of a per- 
centage point to 9.50 per cent 
after the market closed on Fri- 
day seemed a little miserly. 
Dealers had expected a reduc- 
tion of at least half a point, the 
roxmd of European rate-cutting 
which followed the Bundes- 
bank's announcement on 
Thursday. The Riksbank is tak- 
ing a cautious line to enhance 
the credibility of Swedish mon- 
etary policy, indicating that 
further adjustments will be in 
0.25 per stages. 

“We are keen to show the 
market that we do not intend 
to pursue a policy of aggres- 
sively lowering interest rates," 
said Mr ‘Thomas Franzen, Hiks- 
bank deputy governor 

The b^'s policy is based on 
the over-riding Importance it 
attaches to a strong currency 
and the fight against infiation. 


However. Mr Bengt Svelander, 
senior bond deal at Consensus 
Fondkommission in Stock- 
holm, points to a difference of 
perception between the bank 
and the market “The market 
believes the krona will get 
stronger as the economy gets 
stronger with lower interest 
rates. The bank is still con- 
cenied that it is only interest 
rate differentials which are 
preventing the currency from 
weakening," he said. 

Nevertheless, most bond 
dealers e.xpect the marginal 
rate to fall to 8.7S per cent to 9 
per cent in the next few weeks, 
giving a much needed stimulus 
to the recession-hit economy. 
One prediction suggested the 
rate would be as low as 6.5 per 
cent early next year. 

Bond prices are discount!^ 
further interest rate cuts, with 
the yield on the benchmark 
i020 bond, due 1997, closing at 
8.3S per cent on Friday, down 6 
basis points on the day and 33 
basis points on the week. 
Yields on longer-dated bon^ 
were falling, with the 1033 
bond due 2003 ending the week 
at 9.19 per cent, a drop of 30 
basis points since the previous 
Friday. 

The budget figures produced 
last week caused few surprises. 


as large savings had been sig- 
nalled in the main January 
budget 

The market appeared to have 
discounted the government's 
gloomier short-term economic 
pr^ctions, which suggested 
gross oatioiial product would 
fhll by 1.7 per cent in 1993. 
Even a prediction of a 
SKrl90bn budget deficit for the 
199344 year, equivalent to 12.9 
per cent of GNP, and a 
SIQ^.3bn borrowing require- 
ment failed to disturb senti- 
ment 

What the market liked about 
the budget was its emphasis on 
heavy spending cuts In the 
next five years to e limina te the 
structural budget deficit. By 
disclosing a fiiiiher SRrSlbn in 
savings for the 1994-98 period, 
the centre-ri^t minori6‘ gov- 
ernment has announced cuts of 
about SKrl60bn since it took 
office in September 1991. equiv- 
^ent to 10 per cent of GNP. 

EquaUy positive was the 
backup given to the budget 
package by New Democracy, 
the political party that holds 
the balance of power in the 
Swedish parliament. This sug- 
gests an end to the political 
uncertainty vthkh has unset- 
tled sentiment in recent weeks. 

Yet the market reaction 


could hardly be described as 
ecstatic Cor two reasons. First, 
there are doubts about imple- 
mentation. 9ven that most of 
what Is being proposed is 
scheduled to take effect after 
the next election In September 
1994. which may faring the 
opposition Social Democrats 
back to power. 

Second, there is a feeling 
that government forecasts on 
infla tion and economic growth 
over the next few yearn might 
prove over-optimistic, and 
hence upset its calculaticms. 

The aim is to limit annual 
inflation to 2 per cent to 2.3 per 
cent while achieving GNP 
growth of about 3 per cent a 
year between 1995 and 1993. 

The infla tion forecast seems 

op timistic, Sweden is a county* \ 
which is associated with the ' 
problem. Since the krona was 
floated last November it has 
weakened by nearly 20 per 
cent. Hence a large influence 
on bond market sentiment is 
likely to be the pn^ress of the 
current round of wage talks. 

Evidence of low settlements 
will probably push yields dotvn 
further. 


through the market, with the I deficit. 


other issues, raises que^uis 
about Mr Clinton's ability to 
push through Congress the 
more importnni items on his 
legislative agenda, especially 
lai^ cuts in the federal bndget 


rec o rd £8.5bn deficit for March 
underlining theories that bor- 
rowing for file current finan- 
cial year could top the £50bn 
mark. The outcome of this 
Wednesday's auction of £3bn of 
7.25 per cent bonds due I99S 
will be a good guide as to 
underlying demand for the 
instruments. Many gilt inves- 
tors fear that the bonds' value 
may fall over the next two 
years should the more extreme 
worries about the build up of 
government debt turn out to be 
accurate. 


Peter Marsh 


Failure to eat the deficit 
- would be very cad news for the 
i credit markets, since it could 
I stoke inflationary pressures 
] and increase the supply of gov- 
; ersmcit paper, thus tending to 
j put downward pressure on 
I bond Drices. 

I However, the markets took 
; Mr Clinton's defeat in their 
I stride, wifii file benchmatk 30- 
year Treasury issue ending file 
‘ week a: a yield cf 6.79 per cent, 
i just four basis points higher 
* th»rt the 6.75 per cent of seven 
. days earlier. 

There are several reasons. 
' First, CCS sew administrafion 


is on a steep learning curve 
and Mr Ointon is expected to 
learn from his strategy mis- 
takes over the stimulus bill 

Second, the credit markets 
were opposed to the stiinulus 
as potentially infla- 
tionary, even though in its 
final siebn form it would have 
had minimal impact on the 
direction of the economy. 

Third, the consensus Wall 
Street view of the economy 
preseits a benign backdrop for 
bonds: the US is expected to 
remain in a slow but sustain- 
able arpawgiftn. With bOtfa real 
gross domestic product growth 
and consumer infl ation for the 
year litely to be around 3 per 

CNlt 

These assumptions will be 
tested on 'Hiarsday when the 
Commerce Department 
releases its report on first 
quarter GDP, which will show 
a sharp slow-down from the 3.7 
per cent and 4.7 per cent 
growth rates recorded in the 
last two quarters of 1992, possi- 
bly CO around 2 per cent 

The slow-down was under- 
sewed on Friday* when the gov- 
ernment released statistics 
showing fiiat orders for dura- 
Ue goods foil 3.7 per cent in 
\tarrh , the biggest decline in 
IS EMmths and more than Wall 
Street had been expecting. 

However, both these figures 
and &ose for first-quarter GDP 
will have been distorted by the 
severe storms which disrupted 
business activit}* in the middle 


of last month, and the underty 
ijig economic picture seeiBs 
rather healthier than the CDp 
Qaures are likely to suggest. . 

Wall Street should get a 
clearer view of the momentan 
in the flist week of May, when 
the first Statistics for April are 
released, and these could pro- 
pel the market out of its nar- 
row frading range. 

'Hie market remains ivone to 
inflation scares - the weakn«s ^ 
of interest-sensitive .share ^ 
prices and the strength of gold 
prices last week has some ana- 
lysts warning of a build-tip in 
inflationary pressures - and 
signs of an April bounce4adi 
could unnerve bond tiadecs. 

The first week of May .viO 
bring details of the Treastnys 
refunding plans for the moitth. 
as well as the results of a gov- 
ernment study into tbe mix.of 
matur ities that make up the 
federal debt. 

The new administration has 
been considering a shift of 
emphasis from long-dated to 
shorter-dated instruments, 
although Mr Uoyd Bentso, 
the Treasury secretary, 
repeated last week that noth- \ 
Ing radical was planned. P 

Even so. the market has 
been subject to speculation 
that the govenunent may not 
auction 30-year bonds in May, 
which has been one of the foe- 
' tors keeping yields steady over 
the past w^. 

Martin ZKokson 
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Safra Republic Holdings S,A. 

LUXEMBOURG 


NOTICE IS HEREBY GIVEN by the Board of Directors of the Company chat the Annual General 
Meeting of Shareholders of SAFRA REPUBLIC HOLDINGS S.A. ("SRH") will be held at the Hdcei 
Royal, 12, Boulevard Royal, Lustembourg, 

on May 12, 1993 at 11.00 a.m. 

for the purpose of considering and voting on the Following matters : 

1. Chairman’s Statement. 

2. Statutory' Auditors’ Report. 

3. Approval of the parent company only unconsolidated financial statements for the year ended 
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per common 


December 31, 1992, 

Discharge of the Directors and of the Statutory Auditors concerning their duties relative to the year 
ended December 31, 1992. 

Approval of the proposed appropriation of US$ 1,215,306 to the legal reserve, reduction by 
USJ 246,289 of the reserve for treasury shares, distribution of a dividend of USS 2.25 per co 
share and carrying forward of the balance of the profit. 

Election of the Board of Directors and of the Statutory Auditors for a new one year term. All the 
Directors are eligible and stand for re-election. 

Approval of the consolidated financial statements of the Company for the year ended December 31 
1992. 

To extend the validity of the Company's authorised share capital of USS 200,000,000 to be represented 
by 40,000,000 authorised shares for a further period of five years from the dace of the publication of 
the Resolution of the Annual General Meeting in the Memorial. 

8b. To authorise the Board of Direaors to proceed with the issue of the authorised shares, as deemed in 
the best interest of the Company, without granting preemptive rights co the existing sharehol^re. 

9. To extend the validity of the Board of Directors’ Resolution co repurchase up to a total maximum of 
400,000 sharm of the Company for a further period not to exceed 18 months, under the same condi- 
tions as previously resolved by the Board for the purchase by subsidiaria of the Company. 
Miscellaneous and individual proposals. 


4. 


5. 


6 . 


7. 


8a. 


10. 


NOTES: 


Any shareholder whose shares are in bearer Conn and 
who wishes to anend the Annual General Meeting must 
produce a deposi'cary receipc or present his share certifi- 
cates to gain admission. 

A shareholder wishing to be represented at the mee- 
ting must lodge a proxy, duly completed, together with 
a d^msicaiy receipt at the registered offices of SRH at 
32, Boulevard Royal, Luxembourg, not later than May 
10, 1993 at 5 p.m. The sbarebcuder may obtain the 
depositary receipt and if required, the form of proxy, 
from any of the banks listed below by lod^g the share 
certificates at their offices or by amngiRg for the bank 
by whom his certificates are held to notify any of the 
banks listed that shares are so held. 

Any shareholder whose shares are regjstered will 
receive a notice of the Annual General Meeting at his 
address on the register, together with a form of proxy 
for use at the meeting. The proxy should be lodged at 
SRH’s offices in accordance wim the above instruc- 


The Board of Directors 


The remittance of the form of proxy will not pre- 
clude shareholders from attending in person and voting 
at the meeting if they so desire. 

All the r^utioos oov^ bv the Agenda may be 
(Kissed by a simple minority of all shares reprexnted at 
the meeting. 

Sbareholden may obtain copies of the documenta- 
tion listed hereunden 

1. This notice 

2. The 1992 Annual Report injudieg the Cbairmsa's 
Srstetnen:, the Statutory Auditors' Report, the consoli- 
dated and parent company only unconsolidated Van- 
dal statements 

at the Company'i regtscered office and from any of the 
banks at the following addresses; 


* Union Bank of Swiiaerlond, Bahnhofstrasse 45, 8021 Zurich 

* Union de Bonques Suisses (Luxembourg S.A., 36-38 Grand-Rue, 2011 Luxembourg 

* Republic National Bank of New York, 30 Monument Street, London EC3R 8NB 
** Republic National Bank of New York (Suisse) S.A, 2, place du Lae, 1204 Geneva 

Republic National Bank of New York ^uisse) S.A., Vis Canova 1, 6900 Lugano 
Republic National Bank of New York (Suisse) S.A., Scockersirasse 37, 8002 Zurich 
* Republic National Bank of New York (Luxembourg) S.A, 32, Boulevard Royal, 2449 Luxembourg 
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liiTERNATiOiiAL CAPITAL MARKETS 

INTERNATIONAL BONDS 

UK companies hit the US private placement trail 

us ^ B“lmer. the elder group, tng acquisitions which in the longer £l3m ... certainly for us a E 

attracted by the ready avaUahiiitv ^ '** bonds, raised S25io of seven-year money term would help to lin its profits. bond would be out of the questi 

of Iona-term ^ 9*'^” and $ 20 m of lO-yfiar money recently. Wbilc some of the bigger, blue points out Mr Dennis Clark, fins 

rauniivflhia frai-me at relatively tte com^y would have had to pay Mr Michael Ward, group finance chip names can tap the Eurobond director of Hunting. 


UK companies are flocking to the 
US private placement market, 
attracted by the ready availability 
of long-term fttnding at relatively 
favourable terms. 

Last week saw the announcement 
of a Sll6m US private placement for 
Lucas Industries, the engineering 
group. The deal, which has a 6.9S 
per cent coupon and 12-year matu- 
rity. comes hot on the heels of simi- 
lar placements for the Veateo 
Group, H.P. Bulmer. and Hunting. 
Corporate advisers expect more UK 
borrowers to follow suit. 

UK companies say there are 
advantages in using the US private 
placement market. “Interest rates 
in the US are at th^ lowest In 
nearly two decades, so you can lock 
into low fixed rate financing which 
is very attractive," says Mr Richard 
Green, financial director at Vinten. 
The group, a camera mounting^ and 
systems, surveillance and electro- 
optics company, raised NOm of 10- 
year money this month. It is paying 


a coupon of 6.72 per cent to the US 
institutions which hold its Hnn d s 
By comparison. Mr Green estimates 
the company would have had to pay 
at least 7.52 per cent for fixed rate 
dollars in the UK. 

As important as the low interest 
rates is that companies find it 
easier to borrow long-term (from 
seven years up to about 15. depend- 
ing on the borrower) in the US pri- 
vate placement market. 

That UK companies have turned 
thmr attention to the US maiW 
reflects the lack of suitable borrow- 
ing opportunities on their own door- 
step. 

Many of the UK names which 
have followed this route point out 
that tiiey have little aiteroative to 
lAtatn long-term financing. The pri- 
cing on bmik loans has risen over 
the past three or four years, 
reflectii^ new controls on capital 
and concern about the creditwo^l- 
ness of borrowers at a time of reces- 
sion. 


H.P. Bulmer. the cider group, 
raised S25m of seven-year money 
and $20m of lO-year money recently. 
Mr Michael Ward, group finance 
director, says: “^e wanted a souroc 
of long-term funds. Currently there 
is a lack of preparedness by the UK 
clearing banks to extend three 
years, so if you are lookup for five- 
to seven-year money you have to be 
prepared to pay a very high 
price." 

Mr Ward points out that he would 
expect to pay a maigln of 75 basis 
points over the Loirrfon interbank 
offered rate (Libor) for loans of 
between three and five years, and 
“quite a significant premium” for 
items of over five years. 

Ut Green says there is more flexi- 
bility in terms of covenants with a 
US private placement than with 
straightforward bank lending. 

bi his view, the tight UK cove- 
nants - which set out the Uaiits on 
financial ratios such as gearing - 
could prevent a company {ram zon- 


ing acquisitions which in the longer 
term would help to lifi its profits. 

Wbilc some of the bigger, blue 
chip nttmes can tap the Eurobond 
market for longer-term financing, 
this route is not open to less 
renowned credits. "Companies 
below the double-A rating level 
can't access the Eurobond market 
rasily.* points out Mr Stephen 
Scheehter. managing director at 
Wertbeim Schroder. 

Lucas's long-term credit rating 
was recently downgraded by IBCA 
from A- to BBB-*-. Mr Edward Pree- 
bom, Lucas's director of corporate 
finance, admits that given the cur- 
rent mredit rating "it would not 
have been as easjT to go to the 
Eurobond market as to the US pri- 
vate placement market. Others, 
sudi as H.P. Buhner, do not have a 
credit rating so would not te able to 
tap the Eurobond market, or else 
are too small in size. “We have a 
market capitalisation of about 
£ 200 m and pre-tax profit of about 


£l3m . . . certainly for us a Euro- 
bond would be out of the question," 
points out Mr Dennis Clark, finance 
director of Hunting. 

Proceeds horn US placements are 
often to refinance more expen- 
sive debts at lower rates. Hunting 
has used proceeds fitnu its S50m US 
private placement to replace its 
existing dollar borrowings at lower 
rates, while the proceeds hum its 
$35m seven-year placement have 
been converted into floating and 
fixed rate sterling. Lucas plans to 
use the proceeds of its bond place- 
ment to refinance its short-term 
debt, although it swapped proceeds 
firom an earlier private placement 
into Qoating rate dollars and ster 
ling. HJ*. Bulmer chose to swap its 
long-term dollar borrowings into 
floating and fixed rate sterling to 
give elective lO-year funding at a 
margin over Libor of less than one 
percentage point 


Sara Webb 


NEW INTERNATIONAL BOND ISSUES 
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RISK AND REWARD 


Plotting a safe course 
along the yield curve 
as the slope changes 



AS oOicial German 
interest rates were 
reduced last week, 
the 0-Mark yield 
curve took another 
lurch towards the 
sort of positive slope 
that the bond mar- 
kets have been 
awaiting for some 
time. If short-dated bonds are set to 
outperform longer-dated ones, wbat 
are the most effective ways of tak- 
ii% a position to benefit from the 
ci^ge in the months ahead? 

'The longer end of the yield curve 
has swung considerably, with the 
spread between five and lO-year 
Sields lurching up as the curve has 
become positive. According to some, 
there is still a long way to go. Mr 
Jeremy Hale, fixed income econo- 
mist at Goldman Sachs in London, 
points out that the differential 
between five and 10-year yfelds has 
shifted more slowly that in other 
interest rate cycles, suggesting 
there is a sharper swing to come. 

Simply buying short-dated paper 
has had one big disadvantage: the 
relative lack of duration (the life of 
the bond, taking into account both 
the maturity date and the timing of 
coupon payments) of short-term 
paper makes it less price sensitive 
as interest rates fall. Why pay more 
for a higher-yielding bond if it 
repays anyway in the near fiiture? 

One answer has been to move out 
along the yield curve towards the 
five-year area, picking up duration 
without losing the relative outper- 
fotinance of the short end of the 
yield curve. Also, banks have used 
the swap markets to structure 
instruments specifically aimed at 
investors wanting to talre a position 
on the shape of the yield curve. 
These have sold well in recent 
months, though could prove expen- 
sive if the curve fails to steepen as 
sharply as many investors expect. 

11^ year has seen the issue of 
more than DM6bn of reverse float- 
ing rate notes, which pay investors 
a higher return as interest rates 
foil, according to Deutsche Bank. 
The buyers of this paper were 
almost exclusively German retail 
investors. 

As expectations of falling interest 
rates have grown, these instru- 
ments have progressively offered 
less of a return: the first issues paid 
Uy* per cent a year minus the Lon- 
don Interbank Offered Rate, a level 


which had fnllen tn around 12 ' ■ per 
cent minus Libor by the time the 
(low of paper began to dr>‘ up ;< 
month ago. 

Medium-term notes .specificall) 
structured for investors looking tn 
play the German yield curve have- 
been produced in abundance in 
recent months. Typically, the 
redemption price of the paper is 
linked to the fall in short term 
interest rates: the sbarfwr rates fail, 
the higher the redemption price. 

Mr Paul .^bberley, ta director of 
Lombard Odier Investment Manage- 
ment, the London-based arm nf a 
Swiss bank, said his firm had used 
such paper to extend the duration 
of its D-Mark investments while 
keeping its exposure to the 
short-term end of the market. Such 
notes bougdit by Lombard Odier h.^d 
been issued by institutions sucit as 


Gennan yield spread 


10 year minus 5 year yiefcf (basis points) 
120 ••• • 



1987 88 88 90 »1 92 93 
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the Halifax Building Society and 
the Republic of Ireland. 

“As recently as a year ago. tbi.s 
type of investment was very imiova- 
tive - no one much in Londoti was 
doing it." he says. US investment 
banks have more recently been 
marketing the idea hard both to 
issuers and investors, and making 
considerable lieadway. 

Such swap-based products have u 
cost, of course - both the market 
spread, and the profit margin of the 
hank that constructs them. As a 
Deutsche Bank official says; “Most 
of our bi^r investors can repro- 
duce these in the market by taking 
out a number of swaps." 

Most investors still prefer to focus 
their efforts on getting Che direction 
of the market right, rather than on 
innovative investment products. 


Richard Waters 


Accor reports 1992 
results on target 


ACCOR reported 1992 consolidated net 
income of FF S02 million and 1992 


consoUdacod cash flow of FF 2,739 miliion. 
These results include the initU full-year 
contribution of Compagnie latenuctonale 
Jes Wagons-Lics ec du Iburtsmc, which is 
fiiliy consolidaced. The Group's performance 
in L992 was in line with previously 
announced forecasts. 

The 28.8 % increase in cash flow during the 
year contributed to the strengthening te the 
Group's financial structure and ceflcca the 


DIVIDEND INOtEASES BY 12.5 % 

The Board will propose a dividend of 


FF 18.00 per share, net of "Avoir Fiscal" tax 
credit of ^ 9-00, up 12.3 96 from the 1991 
level, reflecting the confidence of the 
Group's co-Cbaicmen and Board in the 
medium-ceem outlotrit. 


The dividend will be payable in cash or share 
form, following the same procedures as in 
che prior year. The cash dividend will be 
lyablejuly 16. 1993. 


p*: 


cfj^erveneK erf* its geographicnl and sectoral 
- ;6I %of 


divetsiRcacha strategy ; % of 1992 sales 

were generated outside of France, and 63 96 
by non-hotel activities. 

The 13.3 % decline in consolidaced net 
income cefiects an increase in fioancial 


expenses and goodwill amortization, both 
related 


ro the Wagons-Lits acquisition, as 

well as depressed hotel activities in a 
sluggish economic environment. Efforts to 
de^wop synergies were launched in 1992, 
but have not yet had an impact on earnings. 
However, che Group's ratio of shareholders' 
equity over long-term resources (shareholders' 
equity plus long-term debt) improved, from 
40.3 % in 1991 to 47.-1 % in 1992. 


(In FF millions) 

1992 

(991 

'IMei fcwcaiMS 

30,569 

14.539 

Net opcndiis lacome. 
IndiMUiig mlaertty fanaceta 

870 

913 

exceptional items net ol taxes 

220 

183 

Net tneome, Croup afWK 

802 

949 

Net income per share 

FF 56.30 

FF 44.20 

Cash flow 

2,739 

2,126 

Ca^ flow per share 

FF 123-90 

FF 99.00 


1995 OUTLOOK 

fn 1993, ACCOR will strive to meet che 

following objectives : 

•to streamline its hotel brand name 
ponfiDlio and its opetacirig structures : 

• to funber improve Motel 6's performance, 
in line with the results achievra in che first 
quarter of the year in a US environment 
which remaiof hesitant ; 

■ CO focus on developing high-potential 
activities with relatively low capital 
requirements (contract catering, travel 
agencies, budget hotels, service vouchers) 
and - when appropriate - develop horel 
activities through joint-ventures such as 
those already in place in Asia and the 
Pacific Rim ; 

• CO continue selling off non-scrazegic assets 
and accelenting che implemenracion of 
synetgica in purchasing arid markettrtg. 


On a comparable structural basis, i.e. 
including sales of Wagons-Lits, 1991^ s^es 
would have amounted to FF 27,648 million. 
'Huis, comparifole soles increased by 10.6 % 
in 1992. 


^CCOR^ 


A WorMofTtavBf 

Tourism and Swices 


COMPAGNIE FINANCIERE 
DE CREDIT INDUSTRIEL ET 
COMMERCIAL 

USD 20IUKMLOOO 

FLOATING RATE NOTES DUE 1997 

Noiiee h benhy fivea ita (he compHiy hM efeoed w Kdeon aO the Mondiiig 

iHadieaMay II. 1943 at pw. 

•n* iaietes ptyibia hr the poiod Noverahar 16. 1992 » 

nm piwr"ff'iitcnimBrusSSatl0nBoiniMlefihei>Bie aw6lte U5SI.3I7J6. 

HIM to ftir [ ii<i mr el WWher with all wi u i eieieJ ceupcea. 

fVincipal nqriap Apeei 

CRBDrTtNDUSTRtELD'AI.SACEET DB LORRAINE 
. IQ3i, GRAND -RUB > 

L - (661 LUXOMBOURG 


GOLD COIN DEALING SERVICE 


Au.eoaBicRi6wr&seiD 

XEX£PH0NE:- (MK28-778907 

MnaaMlIOMfcWBPW* 


FAX:- 0628-789963 


USD 372.000 jOOO 
SUBORDINATED 

floating rate notes 

DUE1SSS 

For the period April 23, 
1993 to October 25, 1993 
the new rete has been 
fixed at 3,8625% PA. 
Next payment date: 
October 25, 1993 
Coupon nn 1 1 
Amount: USD 19848,96 
for the denomination of 
USD 1 000 000 

the PRINaPAL RAYING 
AGENT SOGENAL 
SOCfETE GENERALE 
GROUP 

15. Avenue Emtle Reuter 

LUXEWIBOURG 


ALLIANCE •1-LEICE5TER 
Alfoare & leiccricr BdUnq; SooetT 
£15,000.000 


&ib(Kdinared FlcMtCing Rate 
Notes due 19^ 


For rhe hx laonths Zlst April. 
1993 to Zl« Ociotwr. 1993 the 
Notes will outy an interM rate 
6.8093^ per annum with im 
intciest aioount of £34»i40.l8 
pet £1 ,000.000 Note. pnvMe on 
ZiwOcenter. 1993. 

UwmI on riw 


D 


Bokcnlhiit 


ALU ANCE •§* LEICESTER 
AlSaaa & LckeKcr BsiUiai Spciut 
£58,000,000 


Subofdixuted Floetiog Rate 
Notes due 1996 


For the »x months 2Ist .ApriL 
1993 to 2Isr Oco:^. 1993 the 
Notes will emy an imerest tsk 
of 6.80938% per annum with an 
Interest amount at £34.140-18 
per £1.000.000 Note, par.^leon 
2Isc October, 1995. 

Uawl««ir(» Urw1«"»sV**^ Lictow. 


QSMkcnltusi 


Cuuiuanr.London AgrerBink 
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BANK OF GREECE 
US$150, OCX), 000 
Floating rate notes 1994 

Noribe is Aereby grren that 
the rate of interest rela/inf! to 
f^alfotte issue /tas Ifeen fixed 
at 5,25 per cent for the period 
26 Apn( !9S3 to 26 July /993. 

Interest accrued for the 
above period and payable on 
26 October 199.1 will amount 
to USSJ32.7I per aSi 10.000 
note and US5.%31T.7I per 
USS2S0‘0n0nofe. 


^ent: Morgan Guaranty 
Trust Company 


JPMoi^an 



THE TOKAI BANK, LIMITED 

LONDON BRANCH 


HE WOULD LIKE TO INFOBH ALL OUR CUSTOMERS, ORGANISATIONS 
AND OTHER COUNTERPARTIES THAT OWING TO THE BOMB BLAST ON 
SATURDAY 24TH APRIL 1993, OUR OFFICES AT 99 BISHOPSGATE LONDON, 
EC2M 3TA, ARE FOR THE TIME BEING OUT OF OPERATION. 


LISTED BELOW ARE THE ADDRESSES, TELEPHONE, TELEX AND FACSIMILE 
NUMBERS OF OUR NEW OFFICES UNTIL FURTHER NOTICE 


TREASURY OPERATIONS:- 


ALBERT HOUSE 
1>4 SINGER STREET 
LONDON 
EC2A 4BQ 


TELEPHONE :- 
TEIlEX:- 
FACSIMILE;- 
ALL OTHER OPERATIONS: 


071 490 7777 
881 2649 

071 588 5875, 071 374 8592 


FIRST FLOOR 
107, CHEAPSIDE, 
LONDON 
EC2V 6BR 


TELEPHONE: - 

TELEX;- 

FACSIMILE:- 


071 600 5055 
881 2649 
071 600 5033 


FOR AND ON BEHALF OF THE TOKAI BANK LIMITED, LONDON BRANCH 
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FINANCIAL TIMES SURVEY 


European Rnance and Investment: Portugal 


Monday April 26 1993 


While Portugal may be the last to fall 
into the recession that has gripped 
most of the Europ ean Community, it is 
determined to be the first to ciimh nut 


Peter Bruce and Peter Wise look at 
the prospects of its catching up with 
richer EC partners so that it can take 


full advantage when recovery comes 


A head above 
the crowd 


P ORTUGAL has a history 
of arriving late for 
recessions. In the 1970s 
and 1980s, the Portuguese 
economy toomed when the 
rest of Europe suffered. But 
then it sank into crisis. Just as 
its peers began to celebrate 
recovery. This time round, 
Lisbon’s centre<rigbt Social 
Democratic government is 
determined not to repeat the 
pattern. 

As a small open economy, 
Portugal is being tinged by the 
recession that is gripping most 
of its European Community 
partners. But the government 
is convinced that however low 
growth in Europe dips. 
Portugal can keep its head 
above the crowd. 

Portugal may again be the 
last to fall into recession, 
government officials say, but it 
is determined that it win also 
be the first to climb out. 

Why in past decades did 
Portugal feel the full brunt of 
recession when other countries 
were enjoying an economic 
comeback? The answer, 
according to Mr Jose Braga de 
Macedo, the finance minister, 
is that profligate governments 
threw money at problems and 
lost control over budget 
deficits. 

This time round, he says, 
things be very different 
Structural measures ham 


been taken to stimulate the 
competitiveness and product- 
ivity of the economy, a tightly- 
controlled public spending 
programme focuses on 
investment and keeps budget 
deficits from eating into 
economic growth, and a soci^ 
pact should help keep wage 
rises moderate, he argues. 

”We have the resilience and 
the policies to bold on until the 
recovery comes and then take 
full advantage of that 
recovery," he says. 

Portugal today is working to 
a markedly different set of 
economic and business rules 
than when it was dragged 
down by recession in the 1970s 
and the 1980s. EC entry came 
in 1986 and with it the support 
of a massive inflow of 
structural funds and later a 
strong commitment to 
economic and monetary union. 

This goal led to the 
development of a 1992-95 
convergence plan. Quantum D, 
that set annual taigets aimed 
at bringing inflatioa, public 
debt and budget deficits down 
to EC averages. The edeetion of 
Mr Azdbal Cavaco Silva as 
prime minister of a majority 
government In 1987 brought 
political stability and business 
began to be able to plan 
medium and long-term 
strat^es. 

T^W wages and high growth 



Real term growth rates (%) 



1985-90 

1991 

1992* 

1993« 

Gross domestic product 

4.3 

2.5 

2.3 

1.75 

Private consumption 

4.3 

5,2 

4.0 

4.0 

PubKc consumption 

5.1 

3.5 

2.0 

00 

Gross fixed capital formation 

6.5 

2.8 

4.0 

5.0 

Exports of goods and services 

10.7 

1.6 

5.0 

5.0 

Imports of goods and services 

14.0 

6.1 

8.0 

6.0 

Current account of GDP) 

0.8 

-1.0 

-0.3 

-1.0 

Government deficit (% of GDP) 

7.2 

6.8 

- 

- 

Totd employment 

1.6 

3.0 

- 

- 

Unemploym^ rate 

6.6 

4.1 

4.4 

4.7 

Inflation ratef 

12.7 

11.4 

8.9* 

6.0 
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The frading floor of the Lisbon Bolsa 




rates, well above the EC 
average, attracted an 
important Inflow of direct 
foreign investment. 

The late 1980s were rosy 
years of expansion for Portugal 
when gross domestic product 
growth peaked at 5.2 pm: cent 
and capital investment climbed 
at rates of more than 15 per 
cent a year. 

But, aJt tfae’same 'tilde, as 


Portugal became more ti^tly 
locked into the EC - the 
Community today accounts for 
75 per cent of Portugal’s 
foreign trade - so the risk of 
beit^ caught up in Euro^’s 
misfortunes grew. Recession 
to cast its shadow across 
Portugal as darkly as 
elsewhere in Europe. 

Shaken by the aftermath of 
the Danish vote against 


ratifying the Maastricht treaty, 
some economic commentators 
in Portugal began to predict 
disaster, warning that their 
country was too small and too 
exposed to escape the recession 
afflicting their neighbours. 

The government originally 
forecast 3 per cent GDP growth 
for 1993 but has since revised 
that figure down to 1.75 per 
cent. This contrasts sharply 


with what some independent 
analysts predict. Mr Rui 
Martins dos Santos, chief 
economist at Banco Portugues 
de Investimento, for example, 
estimates growth at zero to 0.5 
per cent. 

But this is a numbers game 
in which the finance minister 
refuses to get tangled up. 
"What is important is not 
exactly how much we grow but 
that we grow more than rest of 
Europe, to ensure that we are 
continuing the catching up 
process," he says. 

"As long as we are growing 
taster than the rest of the 
Community, we are dampening 
the effects of the foreign 
recession," he continues. 

"If the EC grows 2 per cent 
and we grow by 3 per cent, 
that is one thing. But if 
Community growth is zero, 
then reactung just 1 per cent is 
much, much, harder. If EC 
growth is negative by, say. 0.5 
per cent then just reaching 
zero growth would be 
^brolutely wonderfuL" 

But in the bleak climate 
currently focing Europe, what 
makes Portugal offidals so 
sure they can escape all but a 
smidgeon of recession this time 
and come up smiling as soon 
as European growth 
itHCStablishes itself? 

Lisbon believes it has 
learned from the mistakes of 
some its EC partners and put 
the right structural measures 
in place at the right time. 1992 
brought tax harmonisation, 
placed the escudo in the 
exchange rate mechanism of 
the European Monetary 
System and saw the begiiming 


of the reform of the public 
administration. 

Last December the escudo 
become fuUy convertible when 
the Banco de Portugal, the 
central bank, lifted all 
restrictions on currency 
transactions. Risk capital 
funds to support private 
investment are being made 
available by both the public 
and private sector. 

Competition in a newly- 
liberalised financial sector has 
been stimulated by a new 
banking law and the virtual 
completion of a sweeping 
privatisation programme. 

The result has been a drop in 
corporate interest rates and 
more attractive and flexible 
cash-management services. 

The government has sharply 
cut its borrowing needs, 
raising a considerable amount 
of funds abroad and freeing up 
credit for the productive 
sector. 


arlier this year, the 
government announced 
a series of EC-supported 
packages worth more than 
Esl.lOObn (£4.81bn) to support 
housing, agriculture, export 
diveisification and other areas. 

"These are structural 
programmes that are exactly 
the opposite of throwing 
money at problems," insists Mr 
Braga de Macedo. He says they 
are contained within 
medium-term plans for control 
of budget spending. Their aim 
is help the • Portuguese 
economy pick up quickly when 
the European recovery comes. 

The government is confident 
that It can take the European 


recession in it.s stride. But 
there is ample room for it to 
stumble. "If there is a 
breakdown in one economic 
policy, all the interlocking 
architecture of the govern- 
ment's macro-econumic policy 
could come tumbimg down," 
says Mr Miguel Namorado 
Rosa, chief economist of Banco 
Comercial Portugues. 

Tlie commitment to a strong 
e.scudo, preventing lower 
interest rates, in a context of a 
marked deceleration of 
economic activity, is 
considered the a'eakest link in 
the policy chain. 

How well could the 
government withstand a 
recession? Low unemploTnent. 
currently less than 5 per cent, 
would help lesson the shock 
and the threat of unemploy- 
ment would almost certainly 
moderate wage claims. 

Politically, the government 
is in a strong position. While it 
could suffer losses in local 
elections scheduled for 
December, the next general 
election is not due until 
October 1995. The opposition 
Socialists do not appear to 
have the streo^h to force an 
early poll, even if the economic 
situation seriously 
deteriorates. 

Were Portugal to escape the 
recession, that would be a boon 
as it stru^Ies to catch up with 
Its richer EC partners. 
Lronicolly, the know-how for 
doing so may come from 
peering quietly over the fence 
to see where the country’s 
more advanced partners have 
gone astray. 
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Madeira. The European Community’s 
newest international business centre. 
Only 3 hours away from most European 
capitals and just over 1 hour from Lisbon, 
Madeira is poised to take full advantage 
of 1992, the year of the European Single 
Market 

Strategically placed on most Atlantic 
shipping routes, Madeira is unmatched as 
an ofehore centre in the European 
Community. 

FVee IVade Zone 

All industrial and commercial activities 
are permitted within the free trade zone, 
subject to the preservation of the natural 
eovironnsent and to the rules of public 
health and national security. 

Offshore Financial Centoe 
Banks and financial institutions may 

offshore operations anywhpe in 
Madeira, free from domestic restrictions. 
Transactions may be carried out in any 
currency, with supervision from the 
Central Bank of Portugal- 


International Services 
Intemadonal service companies such as 
trading, holding, management and trusts 
will be. able to conduct and plan 
international investments through 
Madeira thus benefiting from all the fiscal 
incentives available. 

International Shipping Register 
MAEt Madeira’s International Shipping 
Register offers the global shipping industry 
some of the most favourable and 
competitive conditions available today. All 
vessels registered will fly the Portuguese 
flag. A wide range of tax and financial 
incentives are also available to investors, 
making the package even more irresistible. 

Madeira. Your high-yield investment in 
the future. 


SDM-Madeira OevelopmentCompaiiy 
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/ ago tbe.iision of a man niarl^i the history, of the oiliest 

cornm&rciaOtM^ instilutiOri in Pottugal. 


.'I.s* it is Uxki\\ lianeu Totta & A0res is the result of mergers and aceiiihiitiuns 
of several banks and finance houses 0t-'erihc'^*rs. dating back to 


Proud of its past,. Hanco ToiUi &A^'orvs is ftotr one of the lecuUng hunks in Ptniugal. 

But moiv than Just a hank, Tonab^ame tbejme exptvssion of a pftuer/id financial grixip. 


Totta, prohaMy the most experienced J*t*rtitgiiese hank in international business. 
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THE ECONOMY 


Ancient poi t i aile and the latest equipment the trading floor of the Oporto Bol ea 

Government “interference” at the central bank 

Why the minister stepped in 


MR Jorge Braga de Maeedo, 
Portugal’s forcefOl Hnanee 
minister, looks almost hurt 
asked if he mi^t not 
have bad jost a tiny bit to do 
with the resignatioa of the 
deputy governor of the Bank 
of Portugal in March and the 
subsequent attack on the 


escudo in the foreign exchange 
maikets, writes Peter Bruce. 

He does not quite put his 
hand on his heart and say 
“Who, me?”, but neither does 
he apologise for any tronble he 
mi^t have caused. 

On Thursday March 11 Mr 
Braga de Haeedo made a 


speech taking the hank to task 
for not paying attention to the 
nee^ of what he caBed the 
"real economy” and for not 
playing a forceftal enoni^ role 
in lowering interest rates. Mr 
Antonio Borges. Its popular 
depnfy governor, immediately 
resigned in protest at the min- 




The Bank of Portugal 




ister’s “inteifnence”. 

At one level, the affair prob- 
ably assumed more impor- 
tance than it deserved. Hr 
Borges has not explained 
exactly wl^ he left and it is 
aaatnnpd by some moricet oper^ 
ators in I^bon that he may 
have been looUng for a suii- 
^le excase to leave the bank 
any way. 

The most ominous result, 
thou g h , occurred in tiie for- 
e^ exchange markets, tiriiere 
the esc^o immediately came 
under pressure, dropping to 
Es94 to the D-mark at one 
point. In the absence of a dear 
^lanation, the pressure pei^ 
sisted. 

It forced short-term inter- 
bank rate up from around IS 
per cent to 25 per cent at one 
point and, in March, interven- 
tion to support the cnrreney 
cost the Bank of Portugal 
about 10 per cent of its non- 
gold foreign exchange 
reserves. 

However, the important 
question snrronnding the 
afr^air may be whether the 
minister was, indeed, trying to 
interfere with central bank 
policy and. if he was, to what 
extent was he damaging the 
Bank of FortogaTs reputation 
as an independent institntion? 


How to do business 
in Portugal. 

Without all the business 
of getting there. 
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Since Portugal became a member of 
the European Community, it seems the 
whole world wants to do business there. 

Are we seriously suggesting that you 
hesitate? Not really. 

But we do suggest that you drop In 
to your local branch of Banco Espirito 
Santo before you dash off to the airport. 

In the comfort of your own country, 
we can advise on the best way to invest 
in ours. 

We can explain local procedures and 
suggest local contacts. We can clarify 
regulations and help cut red tape. We 
can assist with feasibility studies and 
forward planning. 

Once everything is in place, we can 
then provide ail the commercial and 
investment banking services you’ll need. 

From arranging foreign exchange 
and letters of credit to stock brokerage, 
venture capital, leasing and factoring. 

In short, when yon talk to Banco 
Espirito Santo outside Portugal, you 
gain access to Banco Espirito Santo's 
unrivalled network of branches, services 
and contacts inside Portugal (Not to 
mention the experience and resources 
of the whole Espirito Santo Group, in 
Portugal and elsewhere.) 

All of which means that, when \’ou do 
get there, you can start doing business. 

Without all the usual business. 


BANCO ESPIRITO SANTO 


Head Office: 

A«. da LibetcLide 19S, 1200 Lisboa. Ponneal. 
Tdephone S7 8003 and 57 SO 0$. Tax: 57 4924, 

MeuberatSFA. 







Ihe bank’s credibility ia cen- 
tral to the growth of Portu- 
gal’s ffwawriai maTk e*s and Hs 
banking industry. The pros- 
pect of it becoming folly 
antonomous under the mon^ 
tary union roles of the Euro- 
pean Community holds ont a 
vitally important promise of 
monetary stability for tiny 
PortngaL 

The present government has 
already overseen an important 
transfer of autonomy to the 
Bank of Pbrtngal. It is no lon- 
gear obliged to finance Hie 
emment (by underwriting 
treasury bills) and, says Mr 
BiDgiiel Beleza, the governor, 
while it could if it was tfaonght 
appropriate, ”we have not 
Huin^t it appropriate for the 
last two years”. 

For the moment, though, 
exchange rate and interest 


IS 


«.?|PAR|S 


The prospect of the 
bank becoming fully 
autonomous holds out 
the promise of 
monetary stability 


rate policy are made in con- 
junction with the government, 
meaning, probably, that the 

fittanrp minis try has the Bual 

say. 

Bnt, assuming the EC’s 
efforts to foi^ a monetary 
onion remain on track, the 
Bank of Portugal will become 
its own master, frilly autono- 
moos, before the eml of the 
decade. It will (so the theory 
goes, at least) oontroi mone- 
tary policy and remain the 
main regulator of the coun- 
try's frnancial system. 

This may have been where 
the finance minister stepped 
in. He says he was not ti^g 
to force the bank to cat official 
interest rate bat to get It to 
persoade commercial banks to 
narrow the vast gap between 
their prime lending rates and 
the high rate that small busi- 
ness^ have to pay for loans. 

‘The Bank of Portngal coold 
do more to explain how the 
economy works in a time of 
change." he says. Tt is part of 
fcHrm^ a consensos.” 

The minister sees this politi- 
cal role for the central bmik as 
an extmision of four key stme- 
tnral measnres taken by the 
government in the last few 
years to drag the coimtry’s 
financial system into tlU late 
20tb centnry: 

■ The end of the bank’s obli- 
gation to finance the govern- 
ment. 

■ The start, last December, of 
fall convertibility of the 
escudo. 

■ The decision to enter the 
exchange rate mechanism of 
the EM8 last year. 

■ New banking laws which 
dpen the sector to frill competi- 
tion. 

By explaining “how the 
economy works”, Mr Braga de 
Maeedo means that the bank 
should become involved in 
debate mi how Qie banknig 
system should respond to the 
crisis sweeping small and 
medinm-slzed businesses as 
the country teeters on the 
verge of recession. “Coiisensns 
is important,” he says. “If we 
are incapable of responding 
rapidly to the criris we will 
find ourselves still at the bot- 
tom while others are recover- 
ing. There is a great deal of 
work for everyone to do.” 

Is this interference? On bal- 
ance, It probably is. The ques- 
tion is whether it is interfer- 
ence in the bank's monetary 
policy role, or in its other task 
as a regulator. More likely, it 
is the latter. Even after full 
autonomy Is granted to the 
central bemk, it is unlikely to 
include banking regulation, 
where the government will 
stin have the power to make 
banking law. 

The issue has implications 
for the approaching indepen- 
dence of central banks in 
Spain, France and elsewhere 
In the EC. If a central hanif 
cannot be told how to behave 
u a gnardian of monetary pol- 
icy once full autonomy is 
achieved, will governments 
then try to follow Hr Braga de 
Macedo’s lead and 
their central banks, through 
their continued exposure to 
government as haniring 
lators, in the implementation 
of policy? 


Target is to exceed^ 
EC growth 

the PORTUGUESE 
government may be perfectiiig 
a cure for a malady that malte 
life mismable for finance min- 
isters - the need to set macro- 
economic targets and the 
almost inevitable need to 
explain why they have not 
been met 

So it is with convergence - 
the effort being made by mem- 
ber states of the European 
Commtmity to raise the p^or- 
wiflTiffP of their economies in 
order to be able to form a mon- 
etary by end of the 
derate**- Fortu^ like its nea^- 
bour, Spain, and a number of 
other EC members, has previ- 
ously published a series of 
iwfiaKnn, gfowUi and debt tar- 
gets to gid^ policy-making as 
monetary union approaches. 

Unfortusatey, not many of 
these tsffgets are being met ^ 

Europe into economic 
recession. In Lisbon, thou^ 

Mr Joige Braga de Maeedo, the 
fhiaTiPfl minister, deals neatly 
with the problem. It does not 
matter, he argues, that official 
forecasts of the country's eco 
nomic growth this year have 
fallen from, first, 3 to 2 per 
cent and, finally, to 1.75 per 
cent 

In foct the minister does not Hffiguel Pel e re? d e te n eflog the escudo's parity 
even blanch at suggestions 
that Portugal’s GDP could 
grow at less than OA per cent 

this year, matters is that . ^ •. -•.■■.I'Sfi;,. v: 

it grows faster than the EC V-’v'v*.'": 


average. That way, even zero 
gr mrth would imply continned 
CQUvmgence if the rest of the 
Communis were in recession. 

“I don't want to harp on 
numbers,” be says. “We believe 
we will contimie to grow by 
more than the rest of ^ (im- 
munity. ” 

That confidence is crucial 
now. Portugal is being bufibted 
by some strong winds. Criti- 
cali}' for an e^ort-led econ- 
omy, its two bluest trading 
partners, Germany and Spain, 
are either close to recession or 
in it. 

And while Inflatinn is fflITing 
- it currently hovers at 
between 7 and 8 per cent - the 
government is committed to a 
stable exchange rate policy 
which forces it to keep intmest 
rates frustradngly high. 

Economic growth may above 
the EC average but it is a far 
cry from the buoyant late 
1980s. Unemployment, while 
extremely low at just over 4 
per cent, is likely, economists 
say, to rise about 2 percenteie 
points thig year and wages are 
going up at an average 9 to 11 
per cent if you listen to private 
sector analjrsts or, according to 
the finance minister, between 8 
and 9 per cent 
Perhaps most worrying to 
the authorities, tho^h,' has 
been a series of niggling prob- 
lems with the escudo. This 
started during the currency 
turmoil in Europe last autumn. 
While the currency weathered 
the initial storm quite well, the 
Portuguese were forced into a 6 
per cent devaluation last 
November when Spain de^- 
ued. Ironically, the escudo 
quickly recovered after t^t 
but was hit again in March by 
' the resignation of the deputy 
governor of Hie Bank of Portu- 
gal 

The affair was quickly and 
credibly eicplained away as so 
mudi political theatre but the 
markets were not listening and 
have been (tesedly testing Lis- 
bon’s resolve. Intervention by 
the Bank of Portugal cost it 10 
per cent of the country's non- 
gold reserves in MarclL The 
central bank also chivvied 
short-term interbank rates up 
from around 13 per cent to 25 
per cent at the peak. 

Although Mr Afiguel Beleza. 
governor of the Bank of Portu- 
gal, quite discards the possibil- 
ity that Portugal would, as 
Spain did to its discredit lagf 
year, resort to capital controls 
to defend the escudo, he insists 
that “we can and we will use 
the insteuments at our diqxisal 
(interest rate and reserves)” 
to defend the escudo’s pari^. 

Despite this resolve to hold 
the escudo within its current 
parity band in the exchange 
rate mechanism of the Eu^ 
pean Monetary System, calm- 
ing down the markets, he con- 
cedes, "has taken longer than 
we vrould have liked”. Neither 
he nor independent emnnmigtg 
believe the attacks will con- 
tinue much longer. Short-term 
rates have alre^ faiipn back 
to around 18 per cent and the 
bank believes It has ample 
reserves - some Sl7bn - to 
fend off attackers and to hold 
the escudo above Es93 to tiie 
D-mark. 

Typically, both the Bank and 
the finance ministry rule out a 
Lisbon-inspired realignment in 
the ERM, in which the escudo 
could gain a little competitive 
ness. “We believe excha^ 
rate stability is crucial” Mr 
Beleza says. 

Fortunately for Portugal 
non-residents do not actually 
own many escudos but the 
nature of the attack on the cur- 
rency is changing and, believes 
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Mr Bui Martins Dos Santos, 
chief economist with Banco 
Portugues de Investimento, 
perhaps becoming more dan- 
gerous. 

Last auttunn. the assault 
consisted of foreign institu- 
tions selling their loi^ posi- 
tions in escudo securities. The 
volume of shares, bonds and 
money market instruments in 
foreign hands has fiillm 

EsSOObn last September to 
EsSSObn now. At almost the 
same time, worried Porti^Suese 
companies began paying baric 
forel^ loans in onte to bor- 
row in escudos. First, tiiou^ 
they bad to borrow fbrei^ cu^ 
rency to pay the original loans 
back, thus further weakening 
the escuda 

Mr Beleza now sees the short 
positions that foreign institu- 
tions have taken in the escudo 
as being much more problem- 
atic, potentially, for the central 
bank. These positions are mod- 
est but he telieves the Ranir 
was wrong to resort to an 
interest rate defence of the cur- 
rency after the resignation of 
his deputy. The fact that rates 
moved so quickly can^t the 
market's attention, he says. 

“It was counterproductive. 
Predators can see the fear in 
the eyes of th^ victims," he 
sas^. “It’s better to have one or 
two sharks nibhUng away thar^ 
to have a whole lot of blood in 
the water. That just attracts 
more." 

The sharks. If they care, will 
also have noticed recent 
pledges by the government to 
pump about Esl.QQObn into 
housing, agriculture and 
exporting programmes over 
the next few years despite 
uteny proclamations in the 
past of its fiscal discipline. Is 
the government’s political 
nerve Cailing? 

Its politick programme will 
have an impact on the bud^ 
frtm next year - thou^ much 
of the total will come from EC 
transfers and includes the 


value of land the government 
plans to give away. That may 
slow progress towards conve^ 
gence, but Hr Br^ de Maeedo 
is quick to point out that Us- 
bon’s convergence programme 
commits it to meeting only EC 
avers^es and not the strict 
monetary union targets estab- 
lished in the Maastricht treaty. 

Economists like Mr Dos San- 
tos like what they see. “Policy 
is becoming more flexible,” he 
says. Tlie goverament needs 
to pay much more attention to 
the econoi^ and foi^t a little 
about nominal conveigence.” 

How quickly these pro- 
grammes put money into the 
pockets of construction compa- 
nies. farmers and exporters 
remains to be seen bti both 
the finance minister and inde- 
pendent analysts believe the 
current slump is different and 
that Portugal is pedsed to maicp 
an important break with its 
economic past 

Mr Dos Swtos argues that 
even if Portugal does slip into 
recession, it will be this year 
and it will be short and shal- 
low. Typically, Portugal would 
go into reces^n much later 
than its main trading partneia 
but tte h(^ in Lisbon is that 
this time, it will recover along 
with the rest. But the speed 
with which recession has ove^ 
taken Spain has clearly 
alarmed the Portuguese and it 
may be that the “last in, first 
out" conjecture is just wishful 

thlnlrinp 

"Our great concern is to 
avoid the impiessiou that there 
is nothing we can do in the 
crisis,” says the flnangp nitnia . 
ter. “This time we have a medt 
um-term strategy In place and 
the economy continues to show 
a resilience which the govern- 
ment hopes will ftnablp it to 
pick up with the rest of 
Europe. Our cycle is always 
late and we need to hold on 
until recovery occurs." 

Peter Bruce 
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The challenge of freedom 


BANK lending rates for 
mortgages in Portugal have 
fallen from 24 per cent 18 
months ago to as little as 14 
per cent today. 

boost for home-buyers 
is just one sign^ of the new 
spirit of competition that has 
taken hold among commercial 
banks, and of the significant 
improvement in underlying 
fundamentals such as inflation 
that has occurred over the past 
two years. 

Released from the strait- 
jacket of government-imposed 
credit limits and with the pro- 
cess of privatisation in the sec- 
tor clo^ to completion, banks 
are operating in a new atmo- 
sphere of freedom that is both 
an opportunity for growth and 
a challenge to their creativity. 

Despite the increase in com- 
petition and the squeezed ma^ 
gins that result, banks, s^b- 
ally speaking, have fened well 
in this new environment that 
brings them closer to the oper 
atlng conditions of their Euro- 
pean counterparts. With a few 
exceptions, net assets and net 
profits grew solidly in 1991 and 
1992. 

But 1993 wlD be a year of 
bigger challenges. HThis year 
will be relatively difficult (br 
the banking sector," says a 
Portuguese banker, 
heavy capital Investments 
wera made om the 'past two 
years to defend and expand 
market shares when the sector 
was fully liberalised in 1993. 
These investments wQl have to 
be amortised. 

"Secondly, the banking sec- 
tor will inevitably reflect the 
marked deceleration of the 
economy as a whole." 

After two years of strong 
expansion and diversification 
of their credit portfolios follow- 
ing the abolition of govern- 
ment credit restrictions, banks 
wdl now be challenged to exer- 
cise constraint and be Ear more 
rlgoroirs in their risk assess- 
ment. 

Credit problems are already 
growii^ at a slightly faster 
rate than credit overall. But 
hanks are not too concerned. 


External trade by product groups 
(perceirtage of totaQ 


Experts 

Imports 


199Q 

1991 

1992* 

1990 

1991 

Agricultural products «id foodaUdfs 

7.2 

7.S 

7.5 

113 

13.0 

Minerals and fuab 

5.9 

4.6 

4.S 

11.1 

9A 

Chemleala, plaatica and rubber 

6.2 

5.8 

5.4 

11.1 

113 

Weed, eerie, paper 8 pulp products 

12.2 

11.4 

lar 

3.4 

3.6 

TextUee and efotMng 

29.4 

3C.3 

29.7 

10.1 

103 


as 

8.9 

01 

2.7 

2.4 

Non-metalUc nrinerate 

4.1 

4.4 

4.S 

13 

1.3 

Metals and metal products 

3.5 

3.4 

3.6 

6.8 

07 

Machinery and daetrieal material 

12.9 

13.3 

13.9 

22.7 

22.8 

Vehicles and tran^ort equipment 

as 

05 

7.9 

143 

109 

Other products 

3.2 

3.6 

a.2 

S.2 

S.6 

‘iHnuary OcwiMr pqwileiwl ana 
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One of the advantages of the 
previous credit ceiling system 
is that the majority of Portu- 
gese banka are well capital- 
ised. the two or three excep- 
tions are all public with the 
guarantee of the state behind 
them and are eventually likely 
to be financially restructured. 

A key area of attack for Por- 
ti^ese banks in the less aus- 
picious climate of 1993 will be 
costs. Ifigher finanrial marg ins 
in Portugal compared to the 
rest of Europe tend to allow a 
hitler ratio of costs, wnahtiTig 
banks to accommodate ineffi- 


ciencies that would otherwise 
not he tolerated. 

With few exceptions. Portu- 
guese banks are much more 
Ubour-inteusive than their 
European counterparts and 
investments in information 
technology are more recent 
and often Ear from complete. 
Routine operations in a great 
number of banks are still car- 
ried out by hand. 

*Tn an environment of falling 
margins, the crucial objective 
is cost controL” says Mr Joa- 
quim Gomes, an analyst with 
Lisbon-based independent 
stockbrokers Midas Invest- 
imento. "Only by reducing the 
number of employees per 


branch, installing information 
technology and generally grow- 
ing lean and mean can you 
assure a decent return on 
assets in these conditions.** 
BCP, a classic success story 
in many respects, cannot 
afford to ignore its difficulties 
on the cost side. A bank that 
has grown to the size of centu- 
ry-old rivals In less than a 
decade, now with net assets of 
Esl,S22bn. BCP runs several 
networks for different set^rs 
of the market and is reputedly 
a text-book story of achieve- 
ment studied at losead, the 


Fren^ based European insti- 
tute of business administra- 
tion. 

"But when you've been 
growing at such a pace you're 
bound to pick up a lot of fat," 
says one Lisbon analyst. 
**\^n you take it onto your- 
self to open 40 branches on the 
same day, you can't be too 
careful about costs. BCP could 
be twice as big as it is now, 
without massive new invest- 
ments or massive new recruit- 
ment” 

Because they operate on a 
vastly different scale, other 
banks have grown at a rapid 
pace without gathering so 
much fat. In 2*4 years, Bar- 


clays has grown from three 
corporate offices in Portugal to 
a network 95 retail branches 
catering to medium- and high- 
worth customers. “We have 
now built up the critical mass 
to establish a viable praje^” 
says Mr Joao Eduardo Freixa, 
assistant general manager. 

The Bar^ys system is based 
on margins of below 3.S per 
cent cost-con^iousness and a 
low staff ratio - branches are 
run by three to people. 
The project aims for a medium- 
term payback but cash flow 
has been positive since the end 
of last 

“The nature of our prefect is 
competitive Interest rales and 
low delivery costs to make 
them possible,* says Mr Freixa. 
“I believe that is how the busi- 
ness Imre is going. The mar- 
gins of 5 or 6 per cent that 
some Portugese banks are 
working at will not be the mar- 
gins of the fittiu^." 

Apart from the m^or Sp^- 
ish banks, nearly all of which 
are aggressively expanding in 
Portugal, Barclays Is one of the 
few foreign banks in Portugal 
to takfl the retail path, and as 
these have at least a two-year 
head start, other banks seem 
unlikely to enter that market. 

As margins shr ink, another 
a^nue tlmt Portuguese banks 
will have to explore is that of 1 
mwimiMinns Ranking services ! 
in Portugal have largely been 
free because institutions were 
earning so much on their mar- 
gins. Now a lot of services that 
were free, from cheque books 
to financial intermediation, 
will attract charges. I 

Banks will also have to ' 
become more expert at cross- 
selling, accortting Co Ur 
Gomes. "K will be crucial for 
banks to turn what have been 
just bank clerks into fully- 
fledged sales people, selling I 
insurance, leasing and other 
products at the bank counter,” 
he sa^. Only in this way will 
tbej increase premium income 
to satisfkctory levels and get 
an adequate return from the 
financial groups they have 
been buildi^ up. 


As margins shrink, a lot of services that were 
free - from cheque books to financial 
intermecUation - wrill attract charges 


P ORTUGAL is enjoying 
an nnprecedented era of 
infrastructiire develop- 
ment. A new llkm, EslXlbn 
<£530m) bridge is to span the 
Tagus estuary at Lisbon. A 
railway crossing wiU be added 
below the existing bridge ■> all 
in time for 1998, the year 
when Lisbon hosts the inter- 
national exhibition Expo 98 
that will lead to a major fhee- 
! lift for the eastern side of the 

I city- 

j In the power sector, a con- 
sortinm led by the UK's 
National Power is paying 
Electrlddade de Ported, the 
state-owned power company, 
SsltSbn to take over over the 
constmetion of two 300HW 
coal-fbed power plants at P^ 
in central PortnigaL The 
conld eventually extend to 
tour units. Natural gas is be 
Introduced into the country 
end one, probably two, gas- 
fired power plants will be 
bnilt downstream. 

The total cost of European 
Commimity and government 
infrastmeture development 
between 1989 and 1993 fs esti- 
mated at EB3.500bn and a simi- 
lar snm is eq>ected to be spent 
to the end of the eentnry. 

What distingnisbes the 
above projects from the bil- 
lions being spent on new 
motorways, bridges, railway 
ii^rnvements and telecommn- 
nkations is that all are being 
financed by phenomena new to 
Portugal - project finance, in 
the strict sense of private sec- 
tor enterprise in which the 
cash flow of the project is 
enough to pay back all the 
loans raised without recourse 
to shareholders. 

Previonsly, major infrastruc- 
ture projects In Portngal were 
carried out by giant state- 
owned enterprises and 
financed by loans to enter- 
prises that had the state gnar- 
antee of Ported Inc. Govern- 
ment officials do not deny that 


Farming out infrastructure 
projects to state-owned 
enterprises led to the 
buiiding of costiy 
white elephants 


has led to the bnilding of one 
or two white elephants. 

“Following the wave of pri- 
vatisations that Portugal has 
experienced it no longer 
makes sense to farm oat all 
the major projects to state- 
owned companies," says Mr 
Abdool Hagid Vakil, chairman 
of the Lisbon-based Eflsa 
investment company. “The 
gove rnm ent bdieves that. If It 
can get the private sector 
involved, they will be mneb 
more carefril and scrutinise 
everything and in this way 
avoid the possibility of build- 
ing another costly white ele- 
phant" 

But so far Portugal’s experi- 
ence with project finance has 
failed, to overcome some initial 
stumbllDg blocks. Tf s a little 
worrying,” says Bfr Filipe Cri- 
sostomo Silva, a director of 
Banco Pinantia, “Portugal has 
been involved in this for three 
or fonr years now and so fisr 
has foiled to close one deal." 

The first project to tom sour 
WHS the EslSObn plan to intro- 
dace natural gas. The govern- 


Profile; BANCO MELLO 


Novelty of a network in insurance 


NEWLY-ereated Banco MeUo is 
one of Portugal's smaller 
banks but its ownere believe It 
is poised to make an important 
impact on the ftwawriai sector. 

The family bank has two 
nuUor foctoES in its fovour - it 
belongs to the financially- 
astute MeUo family and Is 
being developed hand-in-hand 
with the d^'s other big asset, 
Portugal’s top insurance 
company, hnperio. 

“When we acquired the bank 
in May 1991, it was nothing 
more than a bank with a 
li ce nce and a team of people," 
saj^ Mr Vasco de MeUo, the 
bank’s 36-year-old president. 
“We implemented a new 
strategy. “We decided it was 


important to change the bank's 
name - it was calM Sociedade 
Ftna^ira Portuguese * and 
adapt to a new culture,” he 
says. "We wanted to be a 
market player in corporate 
business, in personal business 
and In the capital markets.” 
One of Portugal's leading 
flwaTinial familie s before 1974, 
the Mellos saw a left-wing 
revolution whittle away most 
of their wealth through 
nationalisation. Mr Jose 
Manuel de MeUo was one of 
the country’s leading 
businessmen in pre- 
revolutionary Portugal, 
controlling the largest 
economic group, Companhia 
Uniao Fabril, which bad 



interests in shipping, banking 
and insurance. 

The family dispersed after 
the 1974 coup and headed for 
more financteUy-sound centres 
such as New York, London and 
Switzerland. But they never 
quite turned their backs on 
ffieir homeland. 

Today, with a stable 
democratic government in 
office, the MeUo fomlly has 
returned in force. The govern- 
ment. embracing capitaUst 
ideals and a free market 
ideology, has helped pave the 
way for their comeback. 
Throng his personal holding 
company. Uniao biteniacioDal 
Financeira, the family 
patriarch Mr Jose Manuel de 
MeUo regained more than 90 
per cent of SFP shares when 
the institution was 
reprivatised In May 1991, 

SFP, granted the status of a 
special investment company, 
was originally created in 1969 


After 1974 the family 
dfspersed. But they 
never quite turned their 
backs on their homeland 


by the former right-wing 
dictatorship as a public limited 
company, mai^ as a vehicle 
to support industrial and 
development projects in 
Portugal and its African 
colonies, particularly Angola 
and Mozambique. The group 
eban^ the name to Banco de 
Mello six months after the 
purchase. Last November, Mr 
Jose Manuel fiirther tightei^ 
his grip on Portugal's financial 
world by regaining control of 
the country’s lai^|^ insurance 
company, Imperio. buying a 


65,55 per cent stake at its 
reprivatisation. 

For Ute past two yeara, the 
reorganisation of the Jose de 
ifoUo Group has centred round 
the fiet^llng Banco MeUo. 
Today the bank with a 
204-strong workforce has 
graduated from a smaU to a 


Portugal's insurance 
market is expected to 
show ttie biggest growth 
rates ki the EC this year 


medium-sized institution and 
is ready to cUmb ftuther. The 
MeUo family plans to use the 
already established Imperio 
network, with its 700,000 
clients and 80 branches, to 
expand throughout the 
country, initially focusing on 
Lisbon and Oporto. "The main 
difference is in the concept of 
banking,” Mr Vasco de Mello 
ocplains. "We aim to distribute 
in other ways rather than act 
like a traditional bank. 

"Imperio changes our way 
forward dramattcaliy," he says. 
"We plan to do the opposite 
from other banks by devel- 
oping banking products to add 
to a distribution network 
already there. It hu a certain 
novelty - insurance contrib- 
uting a network for a bank." 

Mr Vasco de MeUo, the eldest 
son of shipping tycoon Mr Jose 
Manuel de Mello, says that 
there are clear simUarities 
between Imperio and the bank 
and the family decided it was 
possible to develop a joint 
distribution network using the 
physical f^iUties of Imperio, 
to get closer to a more personal 
market. 

Banco Mello, stiil the child of 


the Hwanrial sectOT of tbe Jose 
de MeUo Group, is just one 
asp^ of an im^rated group 
w^b is organised into three 

main Rr»mrial fields: hanking , 
insurance and investment 
management Tbe banic’s cash 
Oow for 1992 increased 14R 
cent to Esl.9bn (£BR2m), while 
net assets jump^ 73 per cent 
to E^4bn. However, owing to 
large Investments, mainly in 
personnel and information 
technology, net profits were 
slightly down. 

The group hopes to open 
three more braiicbes by the 
end of June, wifli an additional 
nine she monttw later. By the 
end of 1994 Banco Mello is 
expected to have opened 
facilities in all Imperio 
branches. 

Altboi^b bank^ comp- 
etition is intensif^g and 
economic activity has slowed, 
tbe group is positive about the 
development of tbe bank. It 
has the advantage of knowing 
that Portugal’s insurance 
market is expected to show the 
biggest growth rates in the EC 
tbte year. 

In 1992, Imperio remained 

tbe laaiHng friaiiranffa co m pany 

with a total market share of 
12.9 per cent Net profits were 
up 6.2 per cent to Es690m while 
flow increased 43 per cent 
to Es2.6bn. The group is 
moving into chemical 
companies and shipping, as 
well as maintaining its 
presence in financial services 
through Banco MeUo and 
Imperio. 

“History doesn’t repeat itself, 
but there are opportunities," 
says Mr Vasco de HeUo. "We're 
just tryi^ to develop those 
opportunities." 

Sarah Provan 



PROJECT FINANCE 


Stumbling blocks still 
need to be overcome 


ment called off two years of 
talks in March between an 
international consortium led 
by Gaz de France (GDF) and 
SDP after tbe two failed to 
agree on prices and risk-shar- 
ing. 

“We wonld rather have no 
deal than a bad d^," Mr Luis 
Pereira, Portagal's energy 
secretary, said. He blamed 
GDF, saying it had expected 
EDP to take on exaggerated 
risks. It bad insisted on fixed 
costs that were too high and 
had nndermined the tfliim by 
reviving already agreed 
qnestioas close to negotiating 
deadlines. 

GDF M»d it remained deter- 
mined to bring off the project 
if only the points in di^r^ 
conld be overcome. Hie Portu- 
gnese government has set a 
deadline of mid-May to decide 
on what ronte it wiU take to 
bring natural gas into tbe 
conntry. 

The difflculties leave a ques- 
tion mark over a 900HW plant 
powered by natural gas that is 
bef]% constnicted in Portugal 
by a Siemens-led consortinm • 
which cannot be financed ontll 
there is a gnarantee of natural 
gas reaching Portngal * and 
over plans for a similar plant 
to be bnilt by 20D1. 

"The failure of tbe gas proj- 
ect conld be a had precedent 
because project finance lives 
off credibility,” says Mr Cii- 
sDstomo Silva, "International 
banks have to trust in Portu- 


gal, in the stability of tbe Por- 
tuguese government and the 
economic situation. When you 
start having problems like tbe 
gas project, people might look 
at Frugal as an unsafe, onst- 
able country and resources 
may be diverted elsewhere.” 

A project much nearer flnan- 
dal closing than the natural 
gas project is the Pego power 
plant deal. Bnt it, too, has 
been delayed. The closii^ was 
dne to have been signed on 
Blarch 31 bat problems arose 


The Pego power plant deal 
is as complex as any 
irrtematlonal agreement. 
The Tagus bridge project 
could be more complex 


in three areas: an EC question 
over the competition status of 
EDP signing a 28-year exclu- 
sive to purchase jwwer 
from the plant and difficulties 
over both the contract for coal 
to be unloaded and over the 
contract for rail delivery of 
the coal. 

The finance package in place 
behind the Pego deal is as 
complex a deal as any major 
international project finance 
agreement, ft involves the 
issuing of ordinary shares in 
Lisbon, shareholder loans, and 
two Deutsche Mark non-re- 
course loans to be provided by 


two syndicates of banks. One 
is an “offshore facility”, (he 
other a "domestic facility" 
provided by Portuguese b^ks. 

Analysts predict financing 
the new bridge project will be 
even more complex than the 
Pego plan. The main guaran- 
tee for Pego is tbe power pur- 
diase agreement to be signed 
by EDP. In tbe case of the new 
bridge, which also brings with 
it the concession for the exist- 
ing toil bridge, many comple.x 
factors have to be examin^. 

A list of eight international 
consortia for tbe bridge proj- 
ect has been cut down to five 
and should be reduced to two 
before the end of the year. 
Their proposals for the build, 
operate and transfer deal will 
have to take into account how 
many cars will cross tbe 
bridge, what toll should be 
charged, how soon can tbe 
consortium hand back the 
bridge to the state, what will 
be the impact of the new rail 
crossing over the existing 
bridge and other, difficnit to 
assess qoestfons. 

“Portugal is learning from 
its mistakes," believes Mr Cri- 
sostomo Silva, “I think you 
will now see the government 
waiting longer to choose the 
preferred bidder and guaran- 
teeing first that it actually has 
tbe banks and the money 
behind It before going into 
detailed negotiations.” 

Peter Wise 
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IF EVENTS ^ according to plan, the 
weight of state-owned companies in the 
Portuguese economy will cut by half 
during the current term of Mr Anibal 
Cavaco Silva, the prime minister. 

According to the L993 budget, their 
contribution towards gross domestic 
product should be no higher than 8.S per 
cent by the time the general election is 
due in 1995. compared to 16.2 per cent this 
year. 

Other declared aims of the government's 
privatisation programme are to boost 
capital markets and to strengthen 
domestic entrepreneurial groups, 
preparing tliem for the impact of the 
sin^e market. 

Although the privatisation programme 
has been a success so far - at least in 
financial terms - analysts warn that the 
future could be less rosy. 

Prom spring 1989, when it began, to the 
end of last year, the total or partial sale of 
25 companies yielded Bs676bu (£2.96bn). In 
1993. the finance ministry expects 
privatisation revenue of Es22Sbn, 20 per 
cent of which will be channelled biwk into 
remaining stateH)wned companies. 

Investors are critical that little else is 
known about the government's privatis- 
ation plans. There is no official timetable, 
which the government says depends on 
the state of the nmrkets, and finance min- 
istry officials are customarily tight-lipp^ 
about future privatisation plans in 
general. 

In 1992. the government concluded the 
reprivatisation of the insurance sector. 
This year, it is expected to sell its 
remaining assets in banks, with the 
exception of the large Caixa Geral de 
Deposltos and Banco Fomento de Exterior 
groups, which will remain under state 
control. 

Portugal's private rmaocial groups are 
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Clouds over the government's future privatisation programme 

State asset sales face snags 


still busy establishing themselves and one 
of their main objectives is to increase in 
size. This has ensured that most privatis- 
ations in the financial sector have been a 
success. With the possible exception of 
Banco Pinto e Sotto Mayor, which faces 
grave ffnancial problems, forthcoming 
sales In sector should go smoothly. 

The same cannot be said of the state- 
own^ Industrial sector where many 
companies are seriously ailing. This has 
been seen in unprecedented difficulties in 
selling off cement, steel and petrochemical 
companies. 

Tl^ year’s programme started on the 
wrong foot when the government failed to 
fmd a buyer for the cement companies 
Secil and Clmentos de Maceira and 
Patalas. U set a minimum price of EsS9bn 
for its 80 per cent share in the two 
companies. Only Portuguese-controlled 
groups were allowed to participate. But 
the two domestic groups originally 
interested in the deal backed out, 
complaining that the price was too hi^ 
The government is now expected to open 
up the process to foreign groups in a 
second attempL 

After app^ntly missing the right time 
to sell the Siderurgia Nacional steelworks, 
the government now faces tlie unpleasant 
prospect of having to pay to sell this 
loss-making giant Analysts said it was 
clear from the start that SN could survive 
only as part of an international group. 

However, the one group that has come 
up with an offer, the French-Spanish 




Banco Naeienal UMrafnarine’s bdUlns, designed by Tomas TSveira, in Avenlda 5 De Outubro, Lisbon 


Usinor-Sadlor joint venture, is reported to 
be interested only if the government takes 
over SN's liabilities, estimated at Eseobo. 

Portugal’s largest enterprise, the oil 
company Petrogal, is proving to be 
another complex and arduous case. The 
Portuguese media has suggested that the 
government is considering declaring the 
of the first 25 per cent of the company 
null and void because of a dispute with the 
purchasers, the consortium E^trocontroL 
Petrocontrol - a group comprising 
domestic investors and Tot^ of France - 


is refusing to share the costs of a 
badly-needed Es40bn capital increase, 
arg uing that when it bought the 25 per 
cent share last year it had no way of 
foreseeing the extent of losses Petrogal 
would make in 1992. 

One need not envy Mr Jose Manuel Elias 
da Costa, secretary of state for finance, 
who is responsible for the privatisatioD 
programme, his task. In addition to the 
international recession, which has reduced 
the value of companies, he has to contend 
with a constantly depressed domestic 


capital market and with the inerca^^ 
apathy of iiu*estors aware that the best 
companies have already been sold, in 
addition, margins between fixed t^umum 
share prices and the highest bids have 
been practically non-e.\istonL 

!n several cases the government has 
been accus^ of presenting the companies 
it is putting up for sale in too favoiu^ble a 
light. Share prices have often fallen 
following a privatisation, making small 
investors wary. 

Domestic business groups complain of a 
lack of consideration for their restricted 
financial potential compared to the power 
of foreign investors. They claim that if tte 
government were really Interested in 
creating strong domestic groups, it would 
not make raising as much capital as 
possible from privatisations its first 
priority. 

ft has been suggested that one way of 
achieving this would be to privatise more 
companies through direct negotiations or 
tenders instead of stock exchange 
auctions, the method used in most 
privatisatioDs to date. 

'The government has indicated there will 
be fewer auctions in future, particularly in 
the industrial sector. However, officials 
are caught in a double bind as they have 
been criticised just as strongly for 
imposing tight restrictions on foreign 
participation as a means of protecting 
domestic interests. The arguments here 
are that there is simply not enough money 
in Portugal to guarantee the successful 


sale of all public companies and that 
Eminent is distorting the market by 

the prartice-.of 

revitalising state-owned compani« with . 
public money prior to tteir Mle have also 
provoked a complaint from the European 

Costa sought » Ju^ify the 
limits on foreign participatwn ^ talks 
with Commission officials iii 
earlier this month. He ar^ied ^t on^ 
Portuguese assets were nahoralised ^ . 
tho fall of the Portuguese dictatoi^ in 
1974 and that the decision to give priority 
to domestic capital was; a^ way- or 
compensating for tliis “injustice . 

While the Commission apparently 
remains sceptical. Mr Ellas eta Costa is - 
confident that the matter can be rerolved 
without a lawsuit against Portugal m the - 
European Court of Justice. He says -the • 

Commission's reservations wllr not 
interrupt or slow down Portugal s process 

of privatisation. . u .. 

C^ m ppnips that may be pnvatised. at 
least partially this year include: 

• Banco Portugues do Atlantico: third 

phase; ... 

• Banco Totta e Acores. remaimng I4.S 

percent; 

• Banco Pinto e Sotto Mayor. 

• Petrogal. second phase; 

• Secil and Cimentos de Maceira .e 
Psttdids* 

• Sideruigia Nacional; 

• Gas de Portugal; 

• Elstaleiros Navais de Viana do Castelo, 
shipyard; 

• Portucel: paper, pulp: 

• Four bus companies belonging to 
Rodovlaria Nacional: 

• Part of the water distribution network. 


DISCUSSION of foreign 
investment in Portugal over 
the past few years has inevita- 
bly focused on the massive 
Ford- Volkswagen project, 
known as AatoEoropa. 

The laigest foreign invest- 
ment ever made in the coun- 
try. AutoEnropa draws atten- 
tion not only because of its 
scale: a Es450bn project creat- 
ing 5,000 Jobs directly and 
another 10,000 indirectly. It is 
also proving a magnet for 
other investments. 

in a typical development, a 
16-stroDg Spanish delation 
seeking Joint ventures with 
Portagnese companies to sup- 
ply the AutoEnropa project 
recently visited the country. 
Other suppliers are movii^ in 
from Germany and other Eoro- 
pean countries. 

In addition. Portngnese com- 
panies are upgrading their 
quality standards to meet the 
rigorous standards of Ford- 
Volksw^a in a process that 
is palling domesric industry 
into the 2lst century faster 


than any series of government 
programmes. 

But AatoEoropa is not the 
beginning and end of the for- 
eign investment story in Poi^ 
tugal. Other projects have 
beeo attracted by the condi- 
tions that led Pord-Volkswa- 
gen to select Portugal from 
hundr^ of possible sites. 

These advantages, according 
to Mr Miguel Athayde 
Marques, president of ICEP, 
the body that promotes invest- 
ment, trade and tourism in 
Portugal; include: 

□ low overall costs; 

□ low wage costs; 

□ productivity to equal the 
best in Europe when workers 
are allied to modem manage- 
ments: 

□ attractive EC-backed incen- 
tives; 

□ rapidly Improving commu- 
nication and other lofrastrac- 
tures; 

□ political stability; 

□ the workforce with the best 
strike record in Europe; and 

□ pleasant living conditions. 


Peter Wise looks at the progress of investment from overseas 

AutoEuropa proves a magnet 


Another major investment 
in Portugal has recently been 
made by PepsiCo Foods Inte^ 
national, which is to invest 
Esiabn <|90ffl) in setting up a 
snack-fbod factory and an Ibe- 
rian distribution network cen- 
tred at Carr^ado. some SOkm 
north of Lisbon. 

The project should be fully 
operational by 2002 and the 
first stage of production will 
start shortly. Turnover, when 
cruising speed is reached in 
1990, is expected to total some 
Es21bn. approximately 70 per 
cent of which will be from the 
export market 

The constroction of the new 
IhctQry will lead to the cre- 
ation of over 1.000 jobs 
directly as well as a further 
600 indirectly. PepsiCo officials 


say that aim of the pr^eet Is 
to integrate its operations in 
the Iberian peninsula and that 
the site in Carregado offers 
several advantages over other 

Portugal: Direct Foreign 
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ai64 

1987 

0,437 

1988 

0.959 

1989 

2219 

1990 

3.363 

1991 

5.527 

1992 

4.375 


possible choices in both 
France and Spain. 

The potential of the Portu- 
gnese market, where about 30 


per cent of total output will be 
sold, weighed heavily in 
PepsiCo's dKision as did the 
development of transport net- 
works and economic argu- 
ments that outweighed Portu- 
gal's disadvantages of being 
fiirther away from the princi- 
pal demand centres and the 
fact that the country has a less 
developed agricultoral sector 
and less up-to-date distribu- 
tion facilities. 

"This is an integrated proj- 
ect from farmer to consttmer.” 
says Mr Cesar Bantali, presi- 
dent and general manager of 
PepsiCo Inc in Portugal. "Our 
role starts on the farm, where 
we provide all the seed-potato 
technology that the farmer 
r^Dtres • irrigation, cultiva- 
tion techniques and even stor- 


age reqatrements." 

“.At the outset we considered 
the possibilities of France, 
Spain and Portugal. The rea- 
son we decided on Portugal, in 
the end, was market condi- 
tions: it's a market that's 
growing considerably and has 
great potential. 

“Also, we knew that the 
local anthorities were greatly 
interested in the investment 
and were prepared to grant 
assistance," he says. “One of 
the factors that exerted the 
greatest influence on the Por- 
tuguese government was the 
fact that project provided a 
high level of employment and 
that ft was an integrated agro- 
Indostrial concern.'* 

The interest of the Portu- 
guese government translated 


into sizeable EC-fiinded invest- 
ment grants that for contrac- 
tual projects like the Pepsico 
entenirise can reach 50 per 
cent or more of the total 
investment 

In a recent move to make 
contractual investment pro- 
jects more accessible^ the gov- 
ernment has halved tiie mini- 
mum qualifying investment 
for the contractual regime 
from BstOtm to Es5bn. It is 
hoped that this will also 
enable some larger domestic 
companies to qualify. 

Neste, the Finnish gronp, 
also recently reached agree- 
ment with the Portuguese gov- 
ernment on a BslTbn project 
to make frill use of the com- 
parative advantages of the 
Sines Petrochemical complex, 
less than 100km south of Lis- 
bon. where Neste already runs 
a petrochemical plant 

The contract envisages set- 
ting ap a Methyl Ter Butyl 
Ether plant with a production 
capaeffy of 45.000 tons a year. 
MTBE Is a compoand that 


Susanne Rindfisbacher 


replaces lead in petrol, reduc- 
ing pollution. 

The project also ioelndes 
increasing the production 
capacity of Neste’s high-den- 
slfy polyethylene plant from 

80.000 to 120,000 tons a 3^ 
and enlarging and developing 
its polypropylene plant from 

70.000 to 80,000 ttms a year. 
The highly capital-intensive 
project will create only about 
40 jobs. 

These major contractual 
investments get into the head- 
lines. But it is small and medi- 
nm-sized investments and 
joint v en tur e s that make up 
the bulk of foreign investmtet 
in Porti^. 

Even ^ougfa both the Ford- 
Volkswagen project and the 
PepsiCo investment were 
authorised in 1991 - Neste was 
the only contractual invest- 
ment made in 1992 - and 
despite the international reces- 
sion. direct foreign investment 
in Portugal last fell only to 
$4.3bn from (5.5bn the previ- 
ous year. 


We built our 
international network 
over seventeen years. 

Then created Portugal’s 
leading financial group 

overnight. 


In a country where liquid assets 
are known for maturing slowly, 
what would you expect from a bank 
that started only seven years ago? 
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When all the Portuguese banks were nationalised in 1975, our response was 10 
bank elsewhere. First in Luxembourg. Then in Brazil. Followed by Switzerland, France 
and the United States. 

Throughout the international expansion of the Espirito Santo Group however, we 
harboured an ambition: to return to Portugal and re-establish the Espirito Santa banking 
name where it all began in L884. 

We finally achieved this ambition in Febraary 1992, with the reacquisicion of Banco 
Espirito Santo. To our existing presence In prirate. corporate and Investment banking, 
this acquisition added, overnight, real strength in retail and commercial banking. 

In finalising ihe deal, wc completed our range of financial services in Ponugal: and 
complemented our services in the United Kingdom. Spain, Italy, Germany and the USA. 

Which puts the Espirito Santo Group in an even stronger position all round. 

Both for Portuguese clients who want to expand abroad. And for incemational 
clients who want to take advantage of the fastest growing economy in Europe. 


TOTAL ASSETS 
(USS Million) a ;959 




ESPIRITO SANTO FINANCIAL HOLDING S.A. 

filBrU'.AL LlSUBt' KINi.£.uy BfilUlUM PPANLP LUMFMBOI.IR.J jp,,|;4 jWII/hRLAJin U'.A BRA.tIL ir.llY c;tSM.rNy 


Our assets are some $10 billion. 

And our shareholders’ equity is over Sf.OOO million. 
Despfte the feet we’ve onfy been up and running 
since mld-G6. we have enormous respect foritie past 

To a man our senior management team have 

^ — impressive banking credentials. TTiey all 

y ' y know the value of experience. 

f^sln focus is on the future. 
And on youth. 

^ The average age in the bank is 30. 

Nearly a quarter of our staff are 
1992 Srnduates, 

has us the fastest gVovisng finenefe; 

Eumpe's Top^ banks in terms of market ^Tuabdn 
More important/y. ft’s Dart ._ “«uon. 

h. »h,ch we.. 

pos/fon weve echieved in seuen she^ZTh^t to 
improve on it p®***^. out to 

we'll continue ourprogrBn,me ofcerefull^ ^ 

merhet segmentation. Ws'll continue to 
cornmitnKnt to guelity service. And well „n«n 
provide safe, stable gnjwth byexpandlno n T 
network and our c/ient base. ^ branch 

Bank on our success, 

^ Banco Comerciai IV>rtuguds 
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FmEIGM EXCHANGE AND MONEY MARKETS 

Awaiting US GDP 


POUND SPOT - FORWARD AQAINST THE POUND 


•pi 23 


ALTHOUGH most of the price 
action in foreign exchange 
-markets was in the peseta 
crosses last week, the main 
focus for dealers may now 
move back to the dollar, writes 
James BHtz. 


At the start of the year the 
™kets were bullish for the 
^^currency in the first half of 
Ihat optimism has now 
an but withered away, with the 
d^ar failing to break through 
the DBAl.ff7 level against the 
D-Mark. 


. On Friday, the US currency 
tell to DM1.S770, a new low in 
the current cycle - and 
analysts believe it is going 
lower still. Economic indica- 
tors in the next days will 
decide the dollar's near-term 
fate. 


UK dearfng bank base tendng rata 
6 per cent 
JanuMv 26. 1993 


more shallow than the one 
which took place in the last 
quarter of 1992. 

But Mr Gerard Lyons of DKB 
International in London is 
more pessimistic about the 
figure than other economists: 
he thinks it will be around 2 
per cent, against market 
estimates of 2.6 per cent. 

The Conference Board's 
consumer confidence figures, 
due tomorrow, will also be 
keenly watched. 

The market expects only a 
slight rise in confidence, of 
around 634 per cent, compared 
to last month's Conference 
Board figure of 62.6 per cent 

In Europe, there will be a 
strong focus on the peseta, 
although economists believe 
this is unlikely to have an 
effect on the structure of the 
ERM. 
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dollar SPOT - FORWARD AGAINST THE DOLLAR 


fa* 

t 


The most important indicator 
is the first quarter GDP figure, 
due out on Thursday. There is 
little doubt that the economic 
upswing in the US in the first 
three months of this year was 


One factor which may help 
the peseta would be another 
cut in the Bundesbank's repo 
rate on Wednesday. Tbe sharp 
decline in German call money 
in recent days, down to 7.62 per 
cent on Friday ni ght, ha* maria 
a repo rate fall inevitable. 
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Monda y inter view 

A star of 
the small 
screen 

Howard Stringer, president 
of CBS Broadcast Group, 
talks to Raymond Snoddy 

H oward Strii^r's $388.7m of which $170n 
office in Black come from the network. 1 
Rock, the New despite the disappointin 
York headQuar- inga fbr the network’s 
ters of CBS. has programming - an ar 




A dash of real 

Clintonomics 


H oward Stringer's 
office in Black 
Rock, the New 
York headquar- 
ters of CBS. has 
no shortage of the memorabilia 
you mi^ expect to find sur- 
rounding the president of a US 
television network. There is a 
display of Emmy awards and a 
weighty bronze statue of a 
bronco rider, a ^ from Burt 
Reynolds, star of the successful 
CBS sitoom Evening Shade. 

But, as the Coronation mu^ 
and Welsh national flag on his 
desk Sliest, Stringer hardly 
fits the stereotype of a top 
American media executive. 
Bora in Cardiff and educated 
at Oxf^ he served with the 
US army in Vietnam before ris- 
ing through the r anks of CBS. 

More recently, the Welshman 
has proved himself American 
television’s most astute arbiter 
of taste, taking CBS’s audience 
ratings from third to first place 
in the 1991-92 season - the first 
time any network has made 
such a jump in a single year. 
Its ratings siQireniacy was con- 
firmed last week, with CBS 
completing the 1992-93 prime- 
time season with the fadghest 
overall ratings, while increas- 
ii^ its number of nights with 
top ratings from two to four. 

“Two years ago NBC said 
that in two years there would 
be only two netwoiks and that 
CBS would be the one that 
would go away,” says Strli^ier 

with an undm-starwlah le sense 

of satisfaction. It is now NBC 
that Is mired in third place. 

As president of the CBS 
Broadcast Group, Stringer is in 
charge of all the company's 
broadcasting operations, a 
$3.5bn-a-year business which 
includes the CBS network as 
well as wholly owned televi- 
sion and radio stations. 

But althoi^ be is the boss 
of a leading US corporation 
Strii^r is just as likely to be 
wooing the stars of rii^ net- 
works as he is to be studying 
balance sheets. In January, 
after a loi:^ courtship, the CBS 
president lured away NBC’s 
David Lettennan, the popular 
late-night chat show best, in a 
deal believed to be worth more 
than $40m. 

Programming victories such 
as this are starting to translate 
into profits. Last year CBS bad 
pre-tax profits of $227m with 
only $i-4m coming from the 
network. $170m from CBS tele- 
vision stations and from 
radio. This year Ms Jessica 
Reif, media analyst at Oppen- 
heim, the stockbrokers, is fore- 
castiz^ group pre-tax profits of 


$388.7m of which $170m will 
come from the network. This is 
despite the disappointing rat- 
inga fbr the network’s spoite 
programming - an area in 
which CBS 1^ been criticised 
for overspending. 

The genial Stringer, 51, has 
risen to the top at a sedate 
pace. At 30. when he was a 
CBS television researcher, he 
was given opportunity to 
produce pix^pammes, and the 
result was four prize-winning 
news documentaries. 

His next big cballei^ was In 
1981 when he was became pro- 
ducer of the CBS Evening 
News, the network’s main 
evening news programme, 
which had slipped into third 
place, behind NBC and ABC. 
Within two years he had taken 
the programme to number one. 
partly by resisting the trend 
towards short news stories. It 
bas since fallen back into sec- 
ond place. 

Stringer rose through the 
CBS ranks during the 1980s, 
chang in g jobs every two years 
as those above btia ~ many 
brought in from outside the 
organisation - were fired. 

“I had relationships and a 
sense of loyalty to org^- 
sation that kept me tram beii% 
fired." he says, although he 
concedes he came close to 
being sacked when CBS was 
acquired by Mr Larry Tlsch's 
Loews Corporation in 1986. 

It was a time of rapid change 
and Stringer was not only one 
of the old guard but as execu- 
tive vice-president of CBS 
News he was In charge of one 
of tbe big spending depart- 
ments. VThen he accompanied 
Tisch on a train journey from 
New York to Washii^ton he 
saw it as a make-or-break occa- 
sion. ’Tisch promptly fell 
asleep, which could have cost 
Strii^r his one chance to get 
to know the new CBS owner. 
But Tisch woke up in time to 
talk, found he liked his 
employee and made him presi- 
dent of the news operation. 

“Then I had to preside over 
the largest lay-oEEs in our his- 
tory," StrUwger laments. “The 
company was in third place, 
the network was in third place 
and news division was losii^ 
S5Qm-$60m a year.” 

In response, he came up with 
new programme ideas which, 
together with spending cuts, 
started to turn thing s round. 

Stringer was bivpy as head 
of the news opei^ion. But in 
1988, at the annual convention 
of CBS’s affiliates - stations 
which take network program- 
ming - he walked into the cen- 



^There is no place for autocrats in the 1990s’ 


tre of a bitter attack on net- 
work executives. The affiliates 
were in open rebellion over 
CBS’s dismal ratings. 

“For some reason 1 was the 
only one who dedded to speak. 
1 took on everything and every- 
one." recalls Stringer. Two 
months later he was bead of all 
of CBS with a brief to take the 
network out of bottom posi- 
tion. The challex^e was not 
only to increase ratings but do 
it while cutting costs. In his 

PERSONAL RLE 

1935 Bom in Cardiff; educated 
at Merton College, Oxford. 
1965-67 Drafted into US army; 

served In Vietnem. 

1967-76 Researcher and pro- 
ducer. CBS News. 

1976-81 Executive producer, 
CBS Reports. 

1981-84 Executive producer, 
CBS Evening News. 
1984-86 Executive vice-presi- 
dent, CBS News. 

1986-88 President. CBS News. 
1988 President, CBS Broadcast 
Group. 

first year, he cut $250m from 
the bud^ and had to push 
ahead with another round of 
lay-oEEs. 

How Stringer came to the 
CBS network in the first place 
Is as remarkable as how he 
came to run it. Born in Cardiff, 
he won an assisted place at 
Oundle, the English public 
school, and went on to Merton 
College. Oxford, to read 
history. 

He was drawn to America by 
images of President Kennedy 
and his “new frontier” and a 
belief that England by compare 
ison was a stufiy place. But 
soon, after persuading CBS to 
give him a clerk’s job lending 
viewers comments, he was 
drafted into the army. 

“For three weeks I had a 
dilemma. Do I join the an^ 
Do I flee the draft? It was just 
stubboraness ... I couldn’t get 
on that plane to get out of the 


country," says Stringer, who 
returned from two years in 
Vietnam as a sergewt with an 
army commendation medal, 
llie experience, he says, has 
given him a certain perspective 
on the corporate band-to-band 
combat of network television. 

He has pursued a dual strat- 
egy. As CBS president, his first 
aim was to encourage stability 
and collaboration after the 
years of turmoil. He made cer- 
tain all eight CBS divisions 
worked closely with one 
a n o ther, and that the corporate 
headquarters in New York and 
the entertainment headquar- 
ters in Los Angeles had a 
strong, open relationship. He 
also instiled good communica- 
tors in senior positions. “What- 
ever you could do in the 1980s, 
there is no place for autocrats 
in the 1990s,” Stringer says. 

In a more stable atino^there 
he set about rebuilding his net- 
woric’s performance ^ concen- 
trating on winning indi^dual 
programme slots one at a time. 
On Monday nights, he brought 
in a hit programme called Mur- 
phy Brown, a sharp-ec^ed com- 
edy starrii^ Candice Bergen, 
and used It as a lead-in to pro- 
mote the rest of the schedule. 
On Tuesday nights he 
showing popular films aimed 
at a younger audience. 

“It’s really a question of con- 
sistently slamming home build- 
ing blo^ over four years and 
when something doesn’t work 
ditching it fast.” he explains. 

Yet the battle for ratings 
among the four American net- 
works " CBS, ABC, NBC and 
Rupert Murdoch’s Fbx Televi- 
slon - is only one p^ of the 
fihaiipng p faffing Stringer and 
his counterparts in broadcast 
televisUm. 'The proliforation of 
rival cable and satellite chan- 
nels - there are expected to be 
as many as 500 within the next 
few years - threatens to erode 
further the networks' audience 
share, which has tTarUnBri by a 
third in the past 15 years to 


Slippery slopes of Bosnia 

T he chorus of demands si<WI Vtnmhintf in nmnHaH mravn. af atan's lannfV tnif ratw n.. 

that something more 
be done to stop the 
interminable horror of 


T he chorus of demands 
that something more 
be done to stop the 
interminable horror of 
the war in Bosnia is becoming 
irresistible. The present United 
Nations-sponsor^ policy, com- 
binii^ diplomatic persuasion, 
trade sanctions and humamta^ 
ian aid, is obviously not bring- 
ing peeice. And since the world 
natnraUy turns to the US for 
leadersMp in a crisis, Ame^ 
lea’s new president is under 
growing pressure to respond. 

Unfortunately, there ate no 
easy alternatives to the present 
policy which would be safe for 
us and which would make- 
tEinga better for them. All the 
limited schemes currently 
being touted can only make 
matters worse. If we seriously 
want to do something to stop 
tbe Serbs and end the slau^- 
ter, there will be no halfway 
stopphjg point 

• Arming the Moslems: The 
proposal that the wtside world 
should arm the Moslems seems 
to me indefensible on any 
grounds - political, practical, 

bntnawttoi-ian or moiraL 

In the first place, the UN 
would be forced to close down 
its humanitarian aid pro- 
gramme. This would be a 
moral setback, unless we sup- 
pose the war would end 
instantly. Second, I defy any- 
one to frame a UN resolution 
^ndnraing SUCh a poUcy - not 

just because the Russians 
would ohject, but because it is 
inconceivable that the UN 
should actually promote a civil 
war. By implication, the UN 
trould be forced to out of 
the peacekeeping business, mt 
just in Bosnia, but worldwide. 

Should Britain, France and 
the OS prom^ the supply of 



IAN DAVIDSON 
on 

EUROPE 

arms to the Moslems, acting 
outside the UN and and in 
opposition to declared UN pol- 
icy? Could they prevent otiier 
countries from suppfying 
Serbs? 

Such a policy would effec- 
tively turn a small war into a 
laige war, with a much mm 
unpredictable end. Some claim 
tbat a large war would be mor- 
ally better because the sides 
might be more equally 
matched. But we earmot pre- 
dict the balance of forces; we 
only know there would be 
much more killing. 

• Air strikes: Some people 
argue tbat the outside world 
must intervene directly to com- 
pel an end to the vrar; they 
claim that this can be achieved 
by precision bombing against 
Serb artillery, supply lines, or 
even the Serb homeland. 

Such arm’s-length interven- 
tion would have three advan- 
tages: it is less hypocritical 
than arming the Moslems; it 
acknowledges that any alterna- 
tive to the present policy must 
involve direct intervention- 
and it is unlikely that western 
soldiers would be iHUpd 

Unfortunately, the disadvan- 
tages are much greater. It is 
virtually impossible that preci- 


skm bombing in wooded moun- 
tain country can take out 
enough artillery pieces, which 
are s mall and rnobile, to 
a serious military difference. It 
is even less likely that it could 
stop the Serbs on the ground, 
let alone make them s^ up 
for the Vance-Owen plan, and 
then surrender the vast excess 
territory they have conquered. 

Moreover, western leaders 
would be then hooked on tte 
undeclared logic of military 
intervention. They would Imve 
denied that they were going to 
put troops into Bosnia; but 
since bombing by itself must 
fail, they would then face a 
painful choice between going 
back ignotniniously, or going 
on to the next stage, which is 
to put fighting troops on the 
ground. It would be better if 
they spelt this out in advance. 
• Safe havens: Some people 
argue for a purely defensive 
intervention, to create a safe 
haven for the Moslems. ’T hw 
might be militarily feasible, 
mth a few thousand troops, in 
limited areas such Sarajevo. 
But if the sate haven were easy 
to set up, because it was lim- 
ited to the Moslem heartland, 
it would in practice define the 
future frontiers of a new mini- 
mal Moslem state, which 
would be much more restricted 
than anything in the Vanra- 
Oweu plan. If it were less lim- 
ited, it would mean fighting 
the Serbs and Croats. We have 
no reason to suppose tha t 
other outsiders woifid not then 
pile In on the side of the Serbs, 
ostensibly for equally “defen- 
sive” purposes. 

The fundamental dividing 
line is between intervention 
and non-intervention. But 
there is no way we can remain 


at arm’s length for our own 
safety, yet have the Impact on 
the war that can only come 
from ^ing in on the ground 
There is no safety net between 
limited intervention at the 
start and total intervention at 
the end This logic rannnt be 
finessed, and the politicians 
must not pretend that it can. 

Second, there is no sense in 
talking about a military inter- 
vention without devising, in 
advance, a political strategy to 
go with it The seductive lure 
of the arm-the-Moslems option 
is that it appears to exonerate 
us from responsibility, thoug h 
of course it could not protect 
us from the consequences of 
such an incendiary policy. But 
any of the interventionist 
options, however sm^ at the 
start, must end Inexorably 
with the sending of troops. 

I am not against sending 
troops. But what will they be 
sent to do? 

The answer is, unfortu- 
nately, self-evident: it can only 
be to impose a settlement on 
the whole of Bosnia, with or 
irithout the benefit of a peace 
plan There is no point starting 
down the road of military 
Intervention unless the objec- 
tive is a comprehensive politi- 
cal strategy. Hiat means that 
governments must be pre- 
pared in advance, to s^ very 
large numbers of troops. 

Personally, I should prefer to 
stick with Uie present policy, 
unsatisfactory as it may 
appear. ’The dead and the 
dying are a daily horror; but 
every single life saved Is a life 
saved But if governments are 
determined to change faefe, at 
the very least let them spare 
us the pretence that their new 
policy will be safe and moral 


just over 60 per cent 

Stringer, however, is rela- 
tively optimistic about the 
future. Technology may create 
excitement but the networks, 
he helices, win continue to 
create the bulk of origioal pro- 
gramming. On one recent 
Thursday evening between 
9pm and IQpm. Stringer notes, 
the four networks got 90 per 
cent of the available audience. 
The total network share of 
viewing, he says, increased 
marginally last year frxnn 62 
per cent to 63 per cent and he 
believes the 60 per cent line 
can be held 

Stringer has signed up for 
another four years at CBS at 
more than Sim a year, but 
a^r that he may return to the 
UK. Last year he was sounded 
out for the chief executive’s job 
at TTV but he was not inte^ 
ested. If he was offered the 
director-general’s job at the 
BBC, it mi^t be a different 
matter. “I wouldn’t rule it out 
But by then Til be too old and 
probably seen as too Ameri- 
can." 


I n the first 100 days of Mr 
Bin Clinton’s presidency 
the natlcm has Imard little 
of the “peoj^based” eoF 
ni Pi pi** that ^ured so promi- 
oeotiy In campaign Qieechs. 
You will recall the argurnent. 
In tomorrow's competitive 
Sdob^ econmny everything will 
be mobile mmept labour. The 
relative performazice cf n a tum s 
win tiius depend mainly on the 
quality of their workforces. 

President Clinton did talk 
about investment in peopte 
when he unveiled his economic 
plan in Ftimiary, but the ensu- 
ing debate fbcused mainly on 
the merits (or otherwise) of his 
deficit-cutting proposals. 
Attention then swihdied to tiie 
short-term fiscal stimulus, 
finally defeated last week by 
Republicans. The social 
issue monopolising every- 
body’s attention has been 
healthcare. Mrs HUlazy Rod- 
ham Clinton has a SOO^trong 
army of technicians working 
like slaves to produce a health 
plan sometime next month; 
hardly anybody is steamed up 
about vocational training or 
science teaching. 

'This cnidal dement of Clin- 
tonomics been delegated to 
Messrs Richard RQey and Rob- 
ert Reich, respectively educa- 
tion and labour secretaries. 
Stiff and somewhat inarticu- 
j late in public, Mr Riley hardly 
conveys a dynamic image. But 
' the tenacify with which he 
piu’sued educational reforms 
while governor (rf South Caro- 
Ifna has apparently earaed Mr 
Clinton’s lasting respect Mr 
Reich, one of the origi^ FOBs 
fiends of BUI) and former 
professor at Hanrard’s Kenn- 
edy School of Government, 
does have the capacity to sell 
new ideas. But whether either 
man wiU actually have mudi 
impact remains uncertain. 

In a newspaper column a 
couple of years ago, Mr Reich 
attacked teUow O^ocrats for 
proposing only “tiny, symbolic 
shifts” in Republican spending 
priorities. Preparing the work- 
force for the 21st century, he 
ffiaimpii, was a mammoth task 
requiring an additinnal public 
investment of $200bn a year. It 
could be carried throi^ only 
by *the political equivalent of 


Of broking nnti jobbing the Pelikaii's fond. 

See kpu' sweetfif he puts your word onto bond. 
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JOTTER PAD 


CROSSWORD 

No.8,135 Set by QUARK 


ACROSS 

1 1 down this In an unimagin- 
ative way (9) 

6 1 down this is rich but crum- 
bly (5) 

9 Applied gel between very 
large eyes (5) 

10 No mild de being drunk? 
That should be pinned on 
somebody (9) 

11 Able to see far? You could 
have this s^t (IQ) 

12 1 down this extends over lim- 
ited period 

14 Views on losing leader? They 
could have teeth ^ 

15 Cards to put by for use wfa«i 
telephoni^ (7) 

17 At university cleaner hair 
could show it (7) 

19 List of contributors editor 
included in evaluations of 
work (7j 

20 1 down this may indicate 
quick outburst (4) 

22 In clothes, wearing no 
extremes: it indicates bore- 
dom (10) 

25 A French tint perhaps is 
Inadvertent (9) 

26 The bouse (5) 

27 I down this one doesn't want 
to draw (5) 

28 Any w^ds died out in 24 
hours (9) 


DOWN 

1 Chessman (5) 

2 Sporting cozmections could be 
seen here (4,5) 

3 faamine at least 40 for the 
match records (4,6) 

4 Fruit bar Issue ( 5 ) 

5 Unguage self-help scheme 
picked up over the ^presaion 
(7) 

6 1 down is to be paid 
immediately (4) 

7 Raise hat to the English 
cream @) 

8 Upsetting din may set blows 
up (9) 

13 Sarcastic about unoccupied 
dunce hestitatli^ GO) 

14 Extra numbm seen once on 
2? (4,5) 

16 Executive chair could be puf- 
fed iQ) about tea-time 

18 There’s scope through, say 
sight (7) 

19 1 down this is swindled (7) 

21 ’Ihe drain In tbe house we 
repaired @) 

23 1 down this is certainly not 
novel (5) 

24 Pack In school, lacking 
energy (4) 

The solntion to last Saturday's 
puzzle will be published 

with names of winners on Sat 
urdayBIayS. 



MICHAEL PROW8E 
on 

AMERICA 

a vairlor like General Norman 
Schwaixkopf," the Gulf war 
hero. Well, General Reich is 
now in comnumd, but unfortn* 
nately his president is propos- 
ing only a tiny, symbolic 
in m fflse in spenfing ~ about 
SlObn a year for all educational 
awA training refbnns. 

This is fortunate because 
cmecting flaws in US educa- 
tion and training mainly 
requires a chang e of attitudes 
end behaviour rather than 
of extra cash. In real 
terms per capita spending on 
schools has risen more than a 
third in the decade. US 
companies spend about as 
much on training as their 
counterparts abroad. So what 
do Riley and Reich hope to 
a^eve with the limited sums? 

They set out their philoso- 
phy last week in a Joint press 
conference. For a Britbtii Jour- 
nalist there was a strong smise 
vu. In effect, the admin- 
istration is adopting large 
chunks of the Thatcher 
refonns of the late 1980s. Build- 
ittg on the work of the Bush 
admznls^tion, Mr Riley is 
creating a national council to 
oversee tbe introduction of 
new curricifium standards and 
assessment techniques. As in 
the UK, the aim is to establish 
greater central control over 
what is taught in schools and 
to devise teste that ^fectlvely 
monitor the performance of 
both gtairlffnta and schools. 

Mr Reich, meanwhile, is 
creatii^ a national council 
(composed of businessmen, 
educators and trade unionists} 
to oversee a new system of 
vocational qualifications along 
European lines. Nearly a 
decade after Britain, the US is 
waking up to the feet that its 
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educational system is geared 
almost exdumvely to the needs 
of the minority who gain nni^ 
versify degrees. As in the UK 
each stage of education is 
flss e n riaiiy a preparation fra 
more advanced education, 
rst ^ than for life w work. 
Little or nothing is done to 
ease tbe transition from school 
to work for non-academic 
y mnig stars; thrae is no fystten ^ 
of nation^y-recognised cre- 
dentials fbr non-graduates. 

Both moves could provide 
substantial long-run benefits. 

But the Clinton rdbrms differ 
from Britain's in crudal ways. 

In the first ^ace everything is 
voluntary. On the sclmol side, 
fids was unavoidable because 
the US constitution gives 
states primary responslbilify 
for education. With federal 
spending accounting for . only 
about 6 per cent of school bud- 
gete, Washington Is like a flea 
trying to discipline an ele- 
phan t. At best it can hope to 
Influence states by cleverly 
deplo^ng the smsdl carrots 
and sticlm at its disposal The 
success of new vocational qual- . 
ifications, meanwhile, will' 
largely depend oa supitort from . 
private business - which is by 
no means assured. 

The other big difference is 
that the administration is put- 
ting no emphatis on increased 
competition between schools. 
Many reform-minded Demo- 
crats believe that schools 
should be able to opt out of the 
often s^ing bureaucracy of 
local school distriebs (the US 
equivalent of local education 
authorities) and receive fond- 
h^ dir^y tram state govern- 
ments. Mr Clinton is not 
throwing his weight behind the 
Idea partly because of opixik-. 
tion from the teachers’ unions, 
big ooatiOmhois to the Demo- 
cratic party. 

Whether more “choice” 
would greatly inmrove educa- 
tional quality Is as hotfy 
debated in the US as in Britain. 

But It is plausible to argue that 
a freeing-up of any long-estab- 
lished system will offer potenr 
tial ben^te. At the mmnent, 
the “people-based" economics 
that supposedly lies at the 
heart of Mr Clinton's strata 
is looldng decidedly tame. 
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